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COMMISSION ON ORGANIZATION OF THE EXECUTIVE 
BRANCH OF THE GOVERNMENT 


(Water Resources and Power Report) 


Part 8—Cineinnati, Ohio 


WEDNESDAY, NOVEMBER 9, 1955 


House oF REPRESENTATIVES 
SpEcIAL SUBCOMMITTEE ON WatTER ReEsOuRCES AND PowER 
OF THE COMMITTEE ON GOVERNMENT OPERATIONS, 
Cincinnati, Ohio. 

The special subcommittee met, pursuant to notice, in room 607, Fed- 
eral Building, Cincinnati, Ohio, at 10 a. m., Hon. Robert E. Jones, Jr. 
(chairman of the special subcommittee), presiding. 

Members present: Representatives Jones and Lipscomb. 

Also present: Representatives Hess, Scherer, and Jenkins; William 
C. Wise, staff director; and William L. Sturdevant, staff member, and 
Robert Morris. 

Mr. Jonrs. The subcommittee will come to order. This is a special 
subcommittee of the Committee on Government Operations of the 
House of Representatives. 

On my righ is a Member of the House from the State of Ohio, Mr. 
Bill Hess, and on my left is Mr. Glen Lipscomb, a member of the House 
from the State of California. My name is Bob Jones. 

Our first witness will be Capt. Robert E. Reed of the Wheeling Steel 
Corp. of Wheeling, W. Va. 

Mr. Reed. 


STATEMENT OF ROBERT E. REED, WHEELING STEEL CORP., 
WHEELING, W. VA. 


Mr. Reep. My name is Robert E. Reed. I am a resident of Wheel- 
ing, W. Va. I attend this hearing today in the interest of Wheeling 
Steel Corp. The Wheeling Steel Corp. is an old, established firm and 
has been in operation in the upper Ohio Valley for more than 60 years. 
We operate blast furnaces at Steubenville, Ohio; Mingo Junction, 
Ohio, and Benwood, W. Va. 

We operate fabricating plants at Warwood, W. Va.; Beechbottom, 
W. Va.; Yorkville, Ohio; Martins Ferry, Ohio; and Wheeling, W. Va. 

We also operate coal mines on the Allegheny River in Pennsylvania, 
and we operate a coke plant at East Steubenville, W. Va. We employ 
about 15,000 people in this district. We produce 2 million tons of 
coal at our Pennsylvania mines which is all transported by river barge 
to the coke plant at East Steubenville, W. Va. We produce 2,100,000 
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tons of ingots per year, which is all used in the fabricating plants that 
I have just named. 

We have used river barge service for many years. In fact, I believe 
the economy of our district is based on the fact that we can have river 
barge service to the markets that we serve. We serve markets in 
Louisville, Ky.; Memphis, Tenn.; Minneapolis, Minn.; Kansas City, 
Mo.; New Orleans, La.; and as far away as Houston, Tex. 

Now, our margin of profit is not too large on those faraway markets. 
Yet, we don’t have the markets within our own territory. 

I might say that I believe our economy, or a great part of the econ- 
omy of our district is based on the fact that we have river-barge ship- 
ments for the faraway markets. 

Now, as long as we are able to retain those markets, by the fact that 
we have the river-barge shipments, we will continue to prosper within 
our district. But, if something should take place such as suggested— 
tolls or user charges—we then would not be able to compete with other 
firms of the same nature located in different geographical locations 
in the United States and we then would lose the market. We believe 
that we support probably 60 percent of the economy within our dis- 
trict. Should we lose those markets, our operation would go down 
considerably. We have many thousands of people in our district who 
have built their homes there years ago. We have many more thou- 
sands building new homes today. 

Weare very much alarmed that tolls, or user charges, if they should 
be applied to the Ohio River locks, that we will lose the markets that 
I have just told you about, and will create great hardships on all 
the population within the territory that I have just named where our 
plants are located. 

Now, we have been very successful. We would like to continue 
to be successful, and we believe that the only way we can continue 
to stay in business is to have the river-barge service without the imposi- 
tion of tolls or user charges. 

Mr. Jones. Will you be kind enough to give the committee a general 
description of the type of operation that Wheeling is in. 

Do you operate blast furnaces ? 

Mr. Reep. We do, sir. 

Mr. Jones. Where do you secure your ore ? 

Mr. Reep. Mostly from Minnesota, but we are now developing the 
Labrador project. We will get considerable of our ore from Labrador. 
Our ore in the past has all come from up in Minnesota at the great 
es up there and it has come in and was shipped overland by 
rail. 

That has handicapped us to a certain extent. 

Mr. Jones. Where do you get your limestone? 

: Mr. Reep. Sir, I couldn’t tell you just where the limestone comes 
rom. 

We have had an advantage by the fact that we do get our coal by 
river barge. We have other steel companies located closer to the 
iron ore and I think it balances itself out in that they get cheaper iron 
ore and we get cheaper coal. 

I think that is all I have to say and I have a prepared statement 
I would like to submit for the record. 

Mr. Jones. You are opposed to recommendation No. 8 of the Hoover 
Commission report on water resources and power ? 
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Mr. Reep. I am. 

Mr. Jones. Mr. Hess, have you any questions ? 

Mr. Hess. No questions. 

Mr. Jones. Mr. Lipscomb—— 

Mr. Lirscoms. Do you have any other conclusions that you would 
care to mention on other features of the Hoover report ? 

Mr. Reep. I have not read other parts of the report and could not 
comment. 

Mr. Jones. Without objection, the letter directed to me dated No- 
vember 8, by Mr. John Neudoerfer, president of the Wheeling Steel 
Corporation of Wheeling, W. Va., will appear in the record at this 

oint. 
; (The document above referred to follows :) 


WHEELING STEEL Corp., 
Wheeling, W. Va., November 8, 1955. 
House SUBCOMMITIEE ON GOVERNMENT OPERATIONS, 
House of Representatives, Washington D.C. 
(Attention : Hon. Robert E. Jones. ) 


GENTLEMEN: The Wheeling Steel Corp., with principal offices at Wheeling, 
W. Va., owns and operates blast furnaces, steelmaking furnaces, rolling mills, 
byproduct coke ovens, and fabricating plants. Current operations are at approxi- 
mately 100 percent of capacity, and the present number of employees is approxi- 
mately 15,000. 

We operate diesel towboats and a fleet of approximately 100 river barges 
transporting about 2 million tons of metallurgical coal annually from our mines 
on the Allegheny River at Harmarville, Pa., to East Steubenville, W. Va., on the 
Ohio River. This huge tonnage travels a distance of 12 miles on the Allegheny 
River and 68 miles on the Ohio River. 

In addition to the movement of this coal, other raw materials, such as fluorspar, 
fuel oil, and scrap, are delivered to our plants by river transportation. We also 
ship some finished products by river. Last year these shipments amounted to 
approximately 180,000 tons, plus a large quantity of benzol, to markets in Louis- 
ville, Ky.; Memphis, Tenn.; Kansas City, Mo.; Minneapolis, Minn.; New Orleans, 
La. ; and Houston, Tex. 

Wheeling Steel Corp. must continue to use barge transportation if we are to 
serve appropriate market areas, by way of our delivery points on the rivers. 

As you know, there has been tremendous industrial development along the Ohio 
River Valley during the past few years, and we can count on additional instal- 
lations and expansion. A decisive factor in these developments has been low cost 
water transportation. If tolls or user charges are applied to Ohio River locks, 
we know that the economy of the entire Ohio River Valley would be put to dis- 
advantage. It might discourage new industry from locating here and it might 
force well-established industries to seek new locations. 

Any decision made as to toll or user charges on the rivers is of vital concern 
to Wheeling Steel Corp. and we hope that we may have an opportunity to talk 
with you about this. 

Very truly yours, 
JoHN L. NEuDOoERFER, President. 


Mr. Jones. Roland Campbell, general counsel, Island Creek Coal 
Company of West Virginia. 


STATEMENT OF ROLAND CAMPBELL, GENERAL COUNSEL, ISLAND 
CREEK COAL COMPANY OF WEST VIRGINIA 


Mr. Campsetu. I do not have a prepared statement. I would like 
to have the privilege of filing one before the hearings are concluded. 

Mr. Jones. You may be so good you may not even have to file one. 

Mr. Campse.t. My name is Roland D. Campbell. I live in Hunting- 
ton, W. Va. I ama lawyer and general counsel for the Island Creek 
Coal Co. and its subsidiary, Island Creek Fuel & Transportation Co. 
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This company has been engaged in the business of mining coal 
and shipping coal along the Ohio River and the Great Lakes for some- 
thing like 50 years. 

Our position here is to oppose the recommendation of the Hoover 
Commission that a user charge be applied to those shippers who use 
the navigable facilities of the inland waterways. 

The basic argument which seems to be made by the Commission to 
support that recommendation is that the expenses by the Federal Gov- 
ernment for the improvement of the inland waterways offers special 
benefits to a few localized shippers and is not in the general public 
interest. Now, the position I wish to take is flatly to contradict that 
basic argument and to try to show insofar as I can in the operations 
of our own company, how the benefits of the water transportation are 
diffused over a great segment of the public. 

] would like to say first that I am not going to make any legal argu- 
ment. They will be presented to you better by others, better informed 
than I am. 

I would like simply to mention that those who are familiar with the 
history of our country know that the rivers have been regarded as our 
great national highways, they are assets given to us by nature, and 
they have played an extntindly important part in the history of our 
country, and the evidence of that is found in many provisions of our 
Federal Constitution. 

First, I would like to talk about the importance of the Ohio River 
and its tributaries to the State of West Virginia, of which I am a 
native. 

I have lived there all my life. I have taken an active part in civic 
and public affairs. Some years ago I was president of our local cham- 
ber of commerce at Huntington, W. Va., so I have some degree of 
familiarity with the local business in that neighborhood. 

As you know, the terrain of West Virginia is very rugged. We have 
lots of hills. Our valleys are few, and many of our counties support a 
population only because of the presence of the coal industry in those 
counties. Without the coal ‘ailuahaiae many of them would shortly 
revert to wilderness. 

West Virginia is one of the few States in the Union which has been 
losing population since the war. 

Mr. Jones. They have a good football team up there now. Maybe 
the people will come back to see them play football. 

Mr. Campsety. I don’t know whether that would attract many per- 
manent residents. It might attract some visitors. 

We do have quite a problem in our State because of the fact of the 
drift of population from the State to other centers where industry is 
growing more rapidly. 

The tendency within our own State has been for population to drift 
from the inland counties in the hills and mountains, into the river 
valleys, and so we have seen quite a substantial growth in the Kanawha 
Valley, and in the Monongohela Valley, in northern West Virginia, 
and along the Ohio River. 

That seems to be the tendency, now. 

I might add the greatest part of this growth which has come to West 
Virginia along its valleys has come since the completion of the lock and 
dam system on the Ohio River and its tributaries, and the great growth 
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of the chemical industry in the Kanawha Valley and of the steel and 
chemical industries along the Ohio River has come since that time. 

In other words, it is a growth that has taken place in the last 30 
years. ; < P 

Now, without the improvement of the Ohio River which has oc- 
curred, at Federal expense, much of that growth would never have 
occurred, and West Virginia would continue what it was years ago, a 
very backward, rural State, supporting a very large population, and 
probably being a drain on the Public Treasury in ways other than the 
support of the rivers. 

As it is, there has been, as I said, quite a very good growth in the 
river valleys and that growth is going on now at an accelerated rate, 
based very largely on the program which the Corps of Engineers has 
for the improvement of the lock and dam system on the river and its 
tributaries, through the erection of the high-level dams, which will 
replace a much larger number of the smaller dams which are now in 
use. 

The benefits of the improvements which have occurred so far, and 
which will occur in the future, are not confined simply to those particu- 
lar industries which make use of the river, but large populations within 
West Virginia are employed profitably and live in surroundings which 
are pleasant to them, solely because they have the benefits of low-cost 
water transportation. 

The same thing is true, not only with respect to West Virginia, but 
also with respect to eastern Kentucky, where the terrain and other 
conditions are similar. That is true also of a large part of southern 
Ohio, where you have rugged country, hill country, relatively few 
valleys, and the principal local asset will be coal. 

Now, recently I took a little trip by air up the Ohio Valley and 

flew over the development that has occurred at Ravenswood, where 
the Kaiser interests are putting in a large new aluminum plant, and 
then over Parkersburg, where a number of new plants are on both 
sides of the river, and then up to the Muskingum River, where the 
Ohio Power Co. has several very large and growing plants—they 
are being expanded—and then up through New Philadelphia, and 
over to Wheeling and up to Steubenville and Liverpool, and then 
over north into Canton and Akron, and then back to Huntington. 
And I was impressed by the number of large, new plants which you 
can see in that area, and they seem to be all based very largely on 
the existence of the developed waterways. There are many very large 
new powerplants which are based upon waterborne coal and which 
serve the large areas—not just along the river bottoms, but many, 
many miles away. 
_ As you know, electric power is now being transmitted at ever- 
Increasing voltages so that the distance by which power may be 
shipped by wire is increased every year, and these powerplants along 
the river are supplying low-cost power to areas hundreds of miles 
away from the river. That is a great asset to this whole Ohio Valley 
area, the whole watershed. 

Now, the industries which have been built up in the Ohio Valley, as 
I have mentioned, are the power generation industries, the steel in- 
dustries, oil products of various kinds, sand and gravel, and chemicals. 
There is a, large trade in manufactured goods using the river. 
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It isa highly diversified type of traffic, and the higher trade traffic 


is coming along more extensively as well as the socalled heavy traffic. 

The benefits of that growth are widespread, not only in these par- 
ticular areas, but in all the areas which trade with the Ohio Valley 
area, and either sell products to them or buy products from them. 

Then, we come particularly to my own company. As I said, the 
Island Creek Coal Co. has been in business something like 50 years. 
It went into the river transportation business in 1907 and it has had 
a facility here at Cincinnati for elevating and storing coal and selling 
to local industries and for shipping this coal to markets in southern 
Ohio and central and eastern Indiana, which is what we consider the 
market in this area. 

Much of the growth of Cincinnati, industrially, has been based upon 
the availability of large amounts of river coal which have been brought 
here at a very economical charge, due to the facilities of the river. 

It is an interesting historical note that the river trade in coal pre- 
ceded the building of railroads in this area and the city of Cincinnati 
originally got its coal supply from the Pittsburgh area. The coal was 
floated down in large tows, when there was ample water in the 
river. 

In the 1890's, the river traffic in coal was about as large as it was 
in the middle 1920’s. Since that time there has been a growth, but 
the actual construction of the railroads took traffic away from the 
river, rather than vice versa. 

You will hear a lot of railroad men say that the river development 
has had the effect of taking traffic away from the railroads. His- 
torically, that isn’t true. It is just the other way around. The rail- 
roads took traffic away from the river. 

Now, my own company has mines in several counties in southern 
West Virginia and in one county in eastern Kentucky. It has a 
transfer tipple at Huntington which has been there since 1907, and 
it has just completed a new facility at Kanova, W. Va., for transfer- 
ring coal on the Norfolk & Western Railroad. That coal will go up- 
stream rather than downstream, It will go into the steelmaking area 
of Wheeling, Steubenville, Wharton, and Pittsburgh. 

An increasing quantity of coal from our mines and other mines in 
the same area will go upstream. 

Now, the reason for that is that the high-grade coking coals of the 
Pittsburgh district during the years have been gradually exhausted 
and the steel industry is coming down to the southern mines for their 
supplies. They get coal which costs them somewhat more delivered, 
but it is coal of higher quality and by using it they get a greater degree 
of efficiency out of their equipment than they would if they used their 
local coals which have a high sulfur and a high ash content. 

Now, that increases their output with their facilities, and the bene- 
fits of that increased output are diffused all over the steel-using com- 
munity in all areas of the country served by those mills. a 

I merely point that out as one little example of what the availability 
of low-cost water transportation means to particular industries. _ 

We ship coal to Pittsburgh, we ship it to Cincinnati, we go to points 
down below Cincinnati. We have had some coal move into the Great 
Lakes through the Mississippi River. We have had some go up into 
the Twin Cities by river. We ship large quantities of coal every year 
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to the Great Lakes. Coal is dumped at Toledo and moved then into 
the lower lakes as well as the upper lakes. We own docks at Duluth, 
Minn., for serving the trade up in that area and, curiously enough, we 
ship substantial quantities of coal as far West as Winnipeg in Canada, 
which would not move if it were not for the availability of low-cost 
transportation on the Great Lakes. 

Mr. Jones. Do you ship into the Chicago area? 

Mr. Campseii. We ship coal into the Chicago area. Most of it for 
the steel mills there will go by the Great Lakes. It will go by rail 
to Toledo and then by water around Lake Michigan. 

Mr. Jones. Why don’t you ship it through the Illinois River? 

Mr. Campsett. That is a movement which will probably develop 
more as time goes on. Based upon comparative costs, heretofore it 
has been cheaper to move the coal by rail and lake into the Chicago 
area. 

Now, there is an increasing movement of coal into the Chicago area 
for the steel mills going by way of the Ohio River to Mount Vernon, 
Ind., and then by rail to Chicago. That was developed by the 
C. & E. I. Railroad and the United States Steel Corp. 

Mr. Jones. Does your company furnish unloading equipment or 
does the railroad have loading and unloading facilities at the terminal 
in Indiana? 

Mr. Campsei. I think that has been furnished by the railroads. 
As I say, we maintain two facilities of our own for transferring coal 
at Huntington and Kanova, from railroad cars to barges and we have 
an elevating facility here in Cincinnati. 

We also ship a large quantity of coal by rail and lake to Canada 
and that coal is used in the steel industry in Canada and is used for 
fueling Cnadian railroads. That coal moves into Canada in spite 
of an import duty which is laid on imported coal in Canada, and a 
subsidy which they give on transportation to Canadian-produced coal. 

We also ship a large part of our coal to foreign ports. We are 
shipping coal to England, Germany, Holland, and to the Scandi- 
navian countries. You can see that we are very vitally interested 
in water transportation. It is the peculiarity of the coal-producing 
area of West Virginia, that we do not have—particularly in the 
southern fields—any large consumption in the fields, themselves. Our 
coal is a high-grade coal but it is expensive to mine and we will have 
to find distant markets because there is no local market for it. It can 
exist only because it does have available to it the low-cost water trans- 
portation. 

If tolls were imposed which would have the effect of raising those 
water rates up to the level of rail rates, or near that, much of our 
ability to ship coal to distant markets would be lost, and then whether 
it would be possible for us to maintain an industry on a restricted 
volume of control, I think, would be very questionable. 

Mr. Jonres. Many who have appeared before the committee have 
asked that not only recommendation 8 be adopted but in addition to 
maintenance and operation costs, that an amortization charge be in- 
cluded in the allocation of tolls based upon maintenance operation 
“plus” amortization. 

Do you think if that addition was placed on the fares of the water 
carriers, that would jeopardize the position ? 
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Mr. Campse.t. It would just compound the felony. It would make 
the charge that much more greater and that much more burdensome. 
Let me mention one thing about some of our coal-producing counties. 

In Logan County, W. Va., where Island Creek mines were orig- 
inally started and where it still produces a substantial quantity of 
coal, there are about 60,000 people. Without the coal industry I don’t 
believe that county could support 3,000 or 4,000 people. The timber 
has been largely cut out. There is small gas production from some 
wells, but by and large, the entire county is supported by the coal 
industry. 

Take the markets for coal away from that county and it reverts 
to a stage of wilderness, 

The same thing is true, practically, of the entire southern half of 
West Virginia. Now, I am not so familiar with conditions in the 
northern district, but I would say that would be pretty largely true 
of many of the coal-producing counties in northern West Virginia, 
as well as in southern West Virginia. 

It is certainly true as to the eastern Kentucky coalfields, where 
conditions are precisely similar to those in southern West Virginia. 

We are dependent on this outlet for water transportation. 

I would like to cite one little experience we had some years ago 
that is significant. The railroad decided that we were shipping too 
much coal on the river from Logan County, and it raised what we 
call the transshipment rate from the mines to the river, for water 
transshipment. Those are proportional rates and they are lower 
than the rates for final delivery in the river ports. 

The raise was on the order of 28 cents a ton. The rate theretofore 
had been 50 cents and it was raised to 78 cents. That occurred in the 
year 1935, to my recollection. 

Following that, during 1936 and 1937, if you will recall, there was 
quite a boost in the economy. Coal production increased, but oddly 
enough, the coal production of Logan County decreased. It had 
always been considered a low-cost producing county and we could not 
understand why the coal production decreased in that county when 
it was going up in other parts of the country. 

We made a very careful study and we found out that the restric- 
tion on our ability to ship unwanted sizes to the river—that is sizes 
for which we had no immediate sale in the all-rail market—was the 
thing which was limiting the shipment. Not only were we losing 
coal which would move by the river, but also our shipments to the 
all-rail markets were very greatly affected and reduced. 

That was true not only with respect to our company but with 
respect to all the producers in the field who did ship to the river. 

ater the railroad recognized the error of its ways, and reduced 
the rate again, whereupon the production in that county came right 
back up to the level of the other fields in the country and took its 
pro rata share of the market, which it had theretofore had. 

That was a very expensive but significant proof of what occurs 
when there is a change in the historical relations. 

I am afraid I have used up most of my time here. 

Mr. Jones. Any questions, Mr, Hess? 

Mr. Hess. No questions. 

Mr. Jones. Our colleague, Congressman Scherer, has just come in. 

Come up, John, we want you to join us. 
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Our next witness is Mr. Roy A. Helton, assistant director, State 
Planning Board of the Commonwealth of Pennsylvania. 


STATEMENT OF ROY A. HELTON, ASSISTANT DIRECTOR, STATE 
PLANNING BOARD, COMMONWEALTH OF PENNSYLVANIA 


Mr. Herron. I am Roy A. Helton, director of the State Planning 
Board of the Commonwealth of Pennsylvania. I have been delegated 
to represent the Honorable George M. Leader, governor of Penn- 
sylvania, and the Honorable William R. Davlin, secretary of the 
Pennsylvania Department of Commerce, at this hearing. 

Both Governor Leader and Secretary Davlin regret that the pres- 
sure of other commitments has made it impossible for them to appear 
at these hearings in Cincinnati, and have asked me, in presenting this 
statement for them, to assure you of their very great interest and 
concern in the subject which you are considering. 

The Commonwealth of Pennsylvania is particularly concerned, at 
this time, with one recommendation entitled “Recommendation No. 
8,” in volume I, of the Water Resources and Power Report of the 
Commission on Organization of the Executive Branch of the Govern- 
ment. 

This recommendation is as follows: 

That Congress authorize a user charge on inland waterways except for smaller 
pleasure craft, sufficient to cover maintenance and operation and authorize 
the Interstate Commerce Commision to fix such charge. 

To substantiate this recommendation, the Commission, in the report 
quoted above, adduces two general arguments: First, that the prin- 
ciple of tolls was established for inland canals early in our history, 
that the Government imposes a toll for the Panama Canal and that 
legislation which authorized the improvement of the St. Lawrence, 
adopted by Congress in 1954, makes it mandatory that tolls be col- 
lected sufficient to fully reimburse the Government for costs incurred 
in the construction, maintenance, and operation of this project. 

The Commission report continues: 

There is no distinguishing fact, theory, or principle to support user charges 
for the Panama Canal and on the St. Lawrence seaway which does not equally 
support user charges for inland waterways. 

With this statement, we are in complete disagreement. 

Mr. Jones. I would like to ask you a question at this point. Those 
who are contending at the present time for this, are the same people 
who opposed the construction of the Panama Canal and the advance 
of the Great Lakes, is that not true? 

Mr. Hetron. That may be true, but that has been quite a while ago, 
as far as the Panama Canal is concerned, and I agree on the St. Law- 
rence seaway. 

They are opposed to it because they feel it will be to the detriment 
of some parts of the economy of the United States. 

Navigation between the Pacific and the Atlantic through the Pan- 
ama Canal is a service provided to all nations without regar« to its 
effect on the economy of the United States. Indeed, some of its use, 
facilitating commerce between other nations, may be quite adverse to 
our eonomic interests. This passageway between the two great 
oceans was made possible only by the completion of that canal, at 
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very great cost to our country, for the benefit of all seaports in the 
world. 

The maintenance and protection of the canal is a heavy and con- 
tinuing cost, and in every respect the creation and operation of that 
international waterway was an undertaking for which the taxpayers 
of the United States should receive, and from the beginning have 
received, due compensation. 

Contrast this canal, created by the enterprise of our Nation and, for 
its period, at an unparalleled cost, with the navigation of the Ohio 
River, of the Mississippi, of the Hudson above Manhattan Island, and 
of the Delaware above Marcus Hook. 

Those rivers were open to navigation from the beginning of our 
history, and on that fact was built a very large measure of the growth 
and prosperity of the United States. The Delaware was never a toll 
road, neither was the Hudson, neither was the Ohio. 

From the beginning of American settlement to this date, those rivers 
provided an avenue of commerce and a means for the movement of 
population, which is reflected in the present wealth and distribution 
of inhabitants of the United States. They are within our territory. 

Every conceivable use of them is to the benefit of some of our citizens. 
They provide facilities for other nations only insofar as those facilities 
enhance the exchange of goods with us on a national basis, the export 
of our manufactures, and the receipt of materials from abroad. It is 
now to the advantage of our Nation, and has always been to the ad- 
vantage of our Nation, that these facilities tributary to the Atlantic, 
the Pacific, and the gulf coast commerce should be free. 

A second argument of the Commission is that a user charge on inland 
waterways— 
would relieve the taxpayers of the country of the cost of providing special privi- 
lege, mostly to large shippers of bulk commodities and to large-size pleasure craft. 
Such a burden, it is assumed, is imposed without due benefit. 

It might be profitable to examine, for a moment, the relationship 
between the average annual maintenance and operation cost of the 
Ohio River as listed by the Commission in their task-force report on 
Water Resources and Power, page 895, with the taxes paid to the 
Federal Government by the people of the areas served by that river 
in order to estimate the extent of the so-called burden in relation to 
the wealth of the areas which this river serves and to which it provided 
both the motive and the means for growth and settlement. 

The Commission’s report totals the average annual maintenance 
and operation cost of the Ohio River as $7,549,913 for the years be- 
tween 1949 and 1953. That is an annual average. The Annual Re- 

ort of the Commissioner of Internal Revenue for the fiscal year end- 
ing June 30, 1954, records the fact that four areas representing com- 
munities directly bordering the Ohio River, Pittsburgh, Cincin- 
nati, Louisville, and Parkersburg contributed, in the year ending 
June 30, 1954, $4,922,492,000 to the United States Treasury. 

It cannot, of course, be claimed that the wealth on which those 
Federal taxes were imposed was created by the river, but the people 
of those communities are there because of the river, and because the 
river is free. 

The total cost to the United States of maintaining the Ohio for the 
benefit of people whose wealth, whose industries and employment, 
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whose navigation and water supply are drawn from this river, is less 
than two-tenths of 1 percent of this oe contribution to the sup- 


port of the Government of the United States. 

This burden, if that is the proper designation, is less than one- 
sixth of the net grants and credits extended in 1954 to the Kingdom 
of Greece, as reported by the Office of Business Economics of the 
United States Department of Commerce. 

This cost of maintaining the Ohio River might be compared with 
our $79 million net grant to Germany, or the $103 million allowed to 
Italy, or the $68 million allotted to Iran. 

The maintenance and operation of the Allegheny and Monongahela 
Rivers of Pennsylvania have cost the Government an annual average 
of $1,611,648 in the 1949-53 period. Last year, western Pennsylvania 
paid in Federal taxes $2,142,434,000. The cost is thus, roughly, seven- 
tenths of 1 percent of the taxes paid by western Pennsylvania, where 
the steel mills, metals, and miscellaneous industries and waterborne 
commerce are made possible through the free use of those rivers which 
join to form the Ohio at Pittsburgh. 

While the people of the United States are accustomed to paying 
taxes for many tangible and intangible benefits and to support the 
economies of many very distant peoples, and do so as part of the 
inevitable burdens of our international responsibility, it is not very 
palatable to them that for every service which our Federal Govern- 
ment renders in maintaining as free avenues of commerce the rivers 
at their doors, it is proposed that they must pay additional sums 
on the theory that the integrity of the waterways which they have 
enjoyed since the beginning of their settlement, but over which the 
United States claims full authority, must now be guaranteed by a 
system of tolls. 

On page 85 of volume I of the report to the Congress of the Com- 
mission on Organization of the Executive Branch of the Government 
is the somewhat unrelated statement that— 
the cost of maintenance and operation of the navigation works on the intra- 
coastal waterways and inland rivers is about 74 cents per thoussand ton-miles, 
and for the whole system, including the Great Lakes, the cost is about 29 cents 
per thousand ton-miles while the railway freight rate would be upward of 
$17.50 for 1,000 ton-miles. 

This statement does not appeal to us as being pertinent to the question 
of maintaining the free use of our rivers without toll charges. 

If to the cost of maintaining the rivers were added the cost of 
constructing and operating the steam- and diesel-driven tugs and ves- 
sels using the rivers, the cost of handling the freight and of operating 
the barge and steamship lines, the comparison hinted at might be 
somewhat more reasonable. Even such a proper cost figure, however, 
could not disguise the fact that the rivers were here when the white 
man came, that the cost of their maintenance is a minute fraction 
of the wealth they enable us to create and of the taxes they enable 
us to pay, and that the maintenance of the free use of our rivers 
and their improvement to meet the needs of the national economy 
and the national defense has always been an accepted responsibility 
of the Nation as a whole. 

Where an utterly new facility is provided, as was true at Panama, 
and where the use of that facility was for all nations as well as our 
own, it appears to us acceptable that proper charges should be made. 
70818—56—pt. 8——2 
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Again, as in the case of the St. Lawrence seaway, an international 
project whose benefits will accrue to some sections of our national 
economy with some possible detriment to other sections, including 
our ports on the Atlantic, and where the undertaking is one of great 
cost, and the canal system represents a type of operation expensive 
to maintain, a toll system may again be considered a proper return 
to the people of the Nation, some of whom may suffer disadvantage 
from the undertaking. 

On the other hand, the maintenance of our rivers as free channels 
of navigation is so clearly to the interest of the Nation as a whole, and 
so obviously supported a thousand times over by the taxes paid to the 
Federal Government by people who have built their homes and main- 
tain their industries along those rivers, that it appears to us in Penn- 
sylvania that for the rivers and harbors of our Nation a toll system is 
wholly unjustified. 

The Nation demands authority over our inland waters in the general 
public interest, and with that assumption of authority has accepted 
the responsibility of maintaining them also in the general public inter- 
est. We seen no reason why this principle should now be abandoned. 

Moreover, the imposition of a system of tolls after so many years of 
toll-free operation of our rivers and inland waters will impose a dis- 
tinct hardship on areas whose growth demands new facilities as com- 
pared to established areas where such facilities have been installed or 
created on a toll-free basis. 

In Pennsylvania we have expressed our sense of the injustice of such 
a proposal of tolls to be imposed for the improvement of the Delaware 
River and the harbor of Philadelphia in competition with the harbor 
of New York, in which channel improvements have been effected on 
a toll-free basis. 

We hope and believe that argument has had some weight with the 
‘Congress, but we also believe that, as a general principle, the imposi- 
tion of tolls for improvements in the navigation of inland waters is 
a discouragement to new enterprise, and would represent a serious 
handicap to areas whose rising population and increasing industrial 
activity require improved navigation facilities on their rivers. 

Mr. Jones. Thank you, Mr. Helton. 

If there are no questions, we thank you very much. You may assure 
the Governor and Mr. Davlin that the statement will certainly be 
taken into consideration by the committee. 

I have two telegrams, the first of which I will read. It is addressed 
to me: 

Regret exceedingly cannot be present to express in person my 100 percent 
opposition to the imposition of tolls or user charges on inland waterways. Such 
charges in the Ohio Valley would be especially disastrous in the light of approxi- 
mately $8 billion of industrial development past 5 years. Based on traditional 
philosophy, Ohio River would be forever free from tolls. I hope it will be possible 
for your committee to make my position part of the record of the hearing. 

Signed, “Homer E. Capehart.” 

Without objection, the telegram will be made a part of the record at 
this point. 

The second is a telegram addressed to me, signed by Mr. Kenneth M. 
Lloyd, secretary of the Mahoning Valley Industrial Council, and also 
is expressing his disapproval of recommendation No. 8. 
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(The telegram above referred to follows:) 


YOUNGSTOWN, OnIO, November 8, 1955. 
Hon. Rosert E. JONES, 
Chairman, on Water Resources and Power, 
Post Office Building, Cincinnati, Ohio: 

Mr. CHAIRMAN: According to all Washington reports the forthcoming session 
of Congress contemplates a reduction in taxes. It is unthinkable that a Congress 
bent on reducing taxes would seriously contemplate a new special excise tax on 
the use of our navigable waters. This proposed tax on water commerce is espe- 
cially strange when it is realized that historically our waterways are deemed to 
be “public highways, forever free.” This has been our national policy for over 
130 years and our citizens have relied on this policy to the point of investing their 
life savings in homes, businesses, and communities, many of which would be 
destroyed by a shift in national policy on this important economic principle. 

It is important to your inquiry, Congressman Jones, that you ascertain exactly 
who is urging this new tax and for what purpose. It is my firm belief that only 
the railroads are urging this new tax and that it is not being urged as a revenue- 
producing measure. 

The cost of waterway development is insignificant in relation to the total cost 
of our Federal Government. Therefore the railroads are only interested in de- 
stroying competition. Such a proposition is far too selfish to be seriously con- 
sidered by any Congress. At least no former Congress has ever given this sug- 
gestion serious consideration. 

The argument is often advanced that railroads pay taxes while water carriers 
do not. Both types of carriers are subject to the Federal income tax and if 
water transportation savings are not passed on to the public those savings can 
and must be reflected in higher profits to the water carrier. This can only mean 
that the water carrier makes more money which is immediately subject to higher 
rates of Federal income tax. Thus the public is doubly protected. It either re- 
ceives lower transportation charges or higher Federal income taxes to replenish 
the Federal Treasury for any appropriations made to construct or maintain the 
waterways. This legal mechanism has worked throughout the years to bring 
equity to the Federal income taxpayer. ‘Trusting that you and your subcommit- 
tee will not change a national policy so important to our expanding economy 
without overwhelming evidence to support such a change. 

KENNETH M. LLoyp, 
Secretary, Mahoning Valley Industrial Council. 


Mr. Jones. Mr. Lee Brueckel, Weirton Steel Co. of Weirton, W. Va. 


STATEMENT OF LEE D. BRUECKEL, VICE PRESIDENT, WEIRTON 
STEEL CO., WEIRTON, W. VA. 


Mr. Brurcken. My name is Lee D. Brueckel and I live in Steuben- 
ville, Ohio. I am a vice president of Weiton Steel Co., a division of 
National Steel Corp. National Steel Corp. is the fifth largest steel 
producer in the United States. 

It has iron and steel-manufacturing plants at Weirton, W. Va., and 
Steubenville, Ohio, on the Ohio River, similar plants on Lake Michi- 
gan at Detroit and blast furnace plants on Lake Erie at Buffalo. 

I would like now to digress to the extent of one sentence and say that 
this is the 50th year of operation of our company. 

I think I should make it plain to the committee that we make no 
attempt to conceal the fact that we have a selfish interest in opposing 
the imposition of toll charges on the inland waterways. 

Our Weirton Steel Co. division, with which my activities are con- 
cerned, consumes about 2,500,000 tons of coking coal a year, all of 
which is transported to our plants by water from mines to the north 
and to the south of our plants. We also transport by water large 
quantities of other raw materials and operating supplies, such as iron 
and steel scrap, fuel oil, and acid. We also move substantial quantities 
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of our product by water to points on the Ohio and Mississippi Rivers 
and to the Southwest. 

We located our plants on the Ohio River because of its stable water 
te for our operations. It takes 30 tons of water to make a ton of 
steel. 

Mr. Jones. That is a tremendous factor in itself, Mr. Brueckel. 
Thirty tons of water. 

Mr. Bruecke.. Very much so, sir. 

And because we foresaw the advantages of low-cost transportation 
in the movement of bulky raw materials and heavy steel products. It 
is obvious that if user charges are imposed on the Ohio River system, 
we will suffer direct disadvantages in two ways. In the first place 
our operating costs will be directly increased. Secondly, because of 
the increase in our uperating costs and because of the increase in 
freight charges on our product, the area in which we compete with 
other companies will be narrowed. Today we are able to sell in com- 
petition with other producers in the Southwest but any substantial 
increase in water transportation charges would put an end to that 
competition. 

On the other hand, although we have a selfish interest in opposing 
user charges, I think I am entitled to point out that the public in 
general has an interest in our position. For example, we today em- 
»loy about 13,000 persons in our operations at Weirton and Steu- 

enville. 

The coal mines which supply us with our coal employ I do not 
know how many thousand more. The same is true of our other sup- 
pliers and our carriers. These jobs have been created because of the 
continued expansion of our operations and this expansion is attributa- 
ble in large part to the fact that we have located on the Ohio River. 

Mr. Jones. Do you operate your own fleets? 

Mr. Broecker. We do not. 

Mr. Jones. They are all contract carriers? 

Mr. Brurcket. They are all contract carriers. 

Future expansion of this type will receive no encouragement from 
the imposition of user charges on the Ohio River system and that is 
only a small part of the story; we are but one of several thousand in- 
dustries, large and small, which have located on the Ohio River system 
because of the existence of a stable water supply and the advantage 
of low-cost bulk transportation. 

The report of the Hoover Commission builds its case for the imposi- 
tion of user charges on the following assertion ; 

The Federal navigation program is a direct subsidy to a comparatively limited 
number of shippers who are in a position to take advantage of the facilities pro- 
vided at the expense of the taxpayers. It is not fair to the American people, nor 


is it a sound political or fiscal practice to continue these large subsidies in the 
name of navigation improvements. 


Mr. Jones. Let me direct your attention to the language. 


The Federal navigation program is a direct subsidy to a comparatively limited 
number. 


Why do you suppose they used “limited”? When we talk about the 
steel industry, we think about fabricators. There is every conceivable 


type and use of steel. The benefit of low-cost transportation would 
be profitable to the manufacturers of steel wherever located, don’t you 


think? I would think so and it would be my own observation that that 
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‘word “limited” was put on there to lessen this impact on the person 
who is not quite too familiar with this picture. 

Mr. Jones. I get the same impression as you do by the use of the 
words “comparatively limited.” 

Mr. Bruecket. It is neither limited, nor comparatively limited. 

Mr. Jones. Do you know of any steel company outside of your own 
company that doesn’t use extensive water transportation ¢ 

Mr. Brurcsen. I know of none. 

Mr. Jones. The United States Steel Corp. uses the water of the 
Great Lakes, the Mississippi. 

Mr. Brurcxe. The high seas. 

Mr. Jones. The intercoastal canal, the Ohio. Republic Steel uses 
extensively the Great Lakes section. The New Labrador ores are com- 
ing from Labrador. The Venezuelan ore is coming up from South 
America. 

Mr. Brurcxet. The Chilean, the African, the Brazilian. 

Mr. Jones. Isn’t the steel industry a large industry in this country? 

Mr. Brurcker. I am not prepared to say, when you speak of an 
industry. 

Mr. Jones. All the steel companies benefit from the low-cost trans- 
portation that is afforded them by the construction of navigational 
features on our streams? 

Mr. BrurecKe.. That is right. 

This in effect is an unequivocal statement by the Commission that 
the only persons who derive benefits from navigation improvements 
are the shippers and the carriers and that these advantages are ob- 
tained at the expense of the taxpayers. Both assertions are obviously 
incorrect. 

Community development and industrial expansion on the inland 
waterways over the past century have certainly benefited the Nation 
as a whole. To halt or discourage future progress in these directions 
would be detrimental not only to the vast number of people who work 
and live in the areas involved but also to the rest of our citizens who 
buy and use the products which come from these sources and who 
share in the general prosperity which is generated by industrial 
expansion. 

It is equally obvious that if our individual operating and delivery 
costs are increased, the public will pay the bill in the form of higher 
prices and suffer the disadvantage, economywise, of lessened com- 
petition. 

The other advantages to the public which have accrued from the 
longstanding policy of Federal development of the inland waterways 
are so apparent that I would be wasting the time of the committee if 
I should attempt to describe even some of them. 

For that reason alone, although I do not pretend to be an expert on 
the subject, I would view with immediate suspicion any recommenda- 
tion that such a policy be discontinued. I realize that times change, 
that policies become outworn and that tradition alone is never a suf- 
ficient justification for continuing an obsolete form of action. 

On the other hand, the report of the Hoover Commission, as I 
read it, demonstrates a complete lack of understanding of the problem 
when it says flatly, without supporting evidence, that the shippers 
gain and everyone else loses. The words “direct subsidy” strike me as 
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a form of name calling and I do not think we should be impressed 
by it. 

That, Mr. Chairman, concludes my statement. 

Mr. Jones. The Commission, as I understand, had two purposes in 
mind in proposing the imposition of tolls. First, it was to recapture 
to the Treasury the amounts of money expended by the Federal Gov- 
ernment in constructing these projects, and, second, it would equalize 
the opportunities of various transportation companies to operate on 
an equal basis. 

Do you think there is any justification for either or both of those 
contentions ? 

Mr. Brouecket. I do not. 

Mr. Lirescoms. Mr. Brueckel, does your company absorb the ship- 
ping charges on the steel you ship to your customers ? 

Mr. Brurcke.. Do we absorb the shipping charges? We quote de- 
livered prices. However, if the buyer wishes, we will quote f. o. b. 

Mr. Lipscoms. So when you ship to Memphis, you quote a delivery 
price—— 

Mr. Brurcxet. Based on the barge rate. 

Mr. Lirscoms. What happens when you ship into Arizona? 

Mr. Brueckeu. Well, I wouldn’t know because so far as I know, 
there are no products that we manufacture that are consumed there. 
They would go to the coastal mills. They would go to the California 
mills. 

Mr. Lirescoms. Do you have any idea how California mills ship 
their goods? Do they go around by boat through the Panama Canal 
and come up, or do they ship by rail ? 

Mr. Brurcken. When we go to the coast, we ship by rail. But when 
the eastern mills go to the coast, they ship rail and ocean. 

Mr. Liescoms. How do you work out the prices for shipping into 
California ? 

Mr. BrureckxeL. We compete with the California mill. 

Mr. Lirscoms. Does the water transportation, or the water rates 
that you have, have anything to do with your being able to give a 
lower price than the California mill price? 

Mr. Brurcke.. Well, we don’t go by water to California. We ship 
everything by rail. 

Mr. Lirescoms. Do you give a lower price on your product, for in- 
stance, if you ship to Memphis, than you would if you shipped to 
California ? 

Mr. Brurcke.. Well, it might be to the extent of the transportation 
charges involved. We charge no phantom freights. The buyer gets 
the benefit of whatever the actual freight is, whether it is rail, water 
or any other way. 

Mr. Lirscoms. You have to pass that user charge on to the cus- 
tomer, then. 

Mr. Brurcxe.. If we had that, I think we would. Nobody knows 
what we will do in the future. 

Mr. Lirscoms. When the California firm buys the product you 
just add on the freight charges. 

Mr. Brurckxe.. That is correct. We do not charge phantom freight. 

Mr. Liescoms. Do you think that is what the Hoover Commission 
was thinking about, when they pointed out that people using the 
rails have to pay a higher rate? 
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Mr. Bruecxen. I can’t read that interpretation into it. It reads 
to me as the chairnan has just said, that it is an attempt to impose 
something which would accrue to the Treasury, which the ultimate 
consumer would have to pay—as he always does. No matter what you 
get you have to pay for it in one form or another. 

Mr. Lirscoms. In your statement at the end you say, as you read 
the Hoover Commission report, it demonstrates a complete lack of 
understanding of the problem. 

You are just speaking with respect to recommendation No. 8. 

Mr. BrourcxeL, That is all. 

Mr. Lirscoms. Do you have any comment to make on the other 
recommendations, involving water resources and power ? 

Mr. Bruecxe.. No; I don’t. 

Mr. Lirscoms. Your statement referring to a complete lack of 
understanding refers only to recommendation No. 8? 

Mr. Bruecket. That is right. 

Mr. Jones. Thank you very much, Mr. Brueckel. 

Mr. Chester Hegan, of the Ohio River Sand Co., of Louisville, Ky. 


STATEMENT OF CHESTER P. HEGAN, PRESIDENT, OHIO RIVER 
SAND CO., INC., LOUISVILLE, KY. 


Mr. Heean. I am connected with the Ohio River Sand Co., Louis- 
ville, Ky. Iam president of the Ohio River Sand Co., whose major 
activity is the sale of sand and gravel dredged from the Ohio River. 

Our processing plant and storage yard is at Louisville, Ky., but our 
dredging is done at various points, according to the type material 
desired, and we have operated as far as 93 miles upriver from our yard. 

We operate a ladder-type dredge, which not only digs the material 
from the bottom of the river, but also separates into the various re- 
quired gradations of sand and gravel by the use of elevators and 
screening devices. 

After separation the sand and gravel is loaded into 600-ton barges 
and towed to our yard in Louisville. Due to the great distances 
sometimes involved, we operate a large towboat, 800 horsepower, and 
twenty-three 30 by 130-foot barges, as well as an auxiliary 250-horse- 
power towboard, landing floats, pump boat, and other supplementary 
equipment. 

After unloading from the barges the sand and gravel is loaded into 
railroad cars and trucks, or is stored for future shipment. 

Our entire operation, involving nearly $2 million worth of equip- 
ment, is designed around the use of the Ohio River and it would be 
impossible to use any other type of transportation. Our entire sales 
and competitive situation is based on the free use of the river. 

In the immediate Louisville area we compete not only with other 
similar sand and gravel operations, but also pit operations on land 
and crushed rock quarries. The imposition of a user charge would 
discriminate against our company and the other river operations as our 
competitors who operate land plants would not have this charge to pay. 
We also sell sand and gravel at points remote from Louisville, in 
competition with land operations in Cincinnati and other sand and 
gravel producing areas. We would, of course, be at a competitive dis- 
advantage at these points also. 
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In addition to the discrimination involved by the user charge, it 
would of necessity be passed on to our customers and to that extent 
would inhibit the use of sand and gravel in new plant construction 
. pe eaneeeneneny would be a deterrent to plant expansion in the Ohio 

alley. 

There has been considerable such expansion in the Ohio Valley in 
the past few years and there is every indication that there will be 
even greater expansion in the future. Undoubtedly, one great reason 
for this expansion in this particular area is due to low-cost river trans- 
portation—not only on materials of construction, but also on products. 
The increased tax revenue due to the new plants, is without doubt far 
greater than any foreseeable amount that could be raised by a charge 
on river users. 

The location of approximately $1 billion worth of steam power- 
plants on the Ohio River, by the Atomic Energy Commission, was in 
large part dictated by the availability of adequate condenser cooling 
water and low-cost transportation of fuel. 

The coal used by these plants is mined adjacent to the river, loaded 
into barges and transported two or three hundred miles to the power- 
plants. The addition of even a small user charge would significantly 
increase the cost of power production at these plants and would, of 
course, result in increased cost to the taxpayers. 

In view of the fact that any additional charges on our or similar 
operations would be passed on to the consumer and also that the 
imposition of any river charge would result in lowered tax revenues 
and increased costs to the taxpayer, we urgently request that a nega- 
tive report be filed on this proposed legislation. 

We wish to express our great appreciation for this opportunity of 
presenting our view in this matter. 

Mr. Lipscoms. Thank you, Mr. Hegan. 

The next witness is Mr. Daniel M. Heekin, chairman, Ohio River 
Committee, Cincinnati Chamber of Commerce. 


STATEMENT OF DANIEL M. HEEKIN, CHAIRMAN, OHIO RIVER 
COMMITTEE, CINCINNATI CHAMBER OF COMMERCE 


Mr. Herxin. I am Daniel Heekin and up until about a year ago I 
was president of the Heekin Can Co. We operated a tin-can plant 
in Cincinnati. 

Gentlemen, I have heard all of the facts that were mentioned this 
morning most of which I know about and concur in, I shall, there- 
fore, not take up a lot of time repeating what has gone before, or 
perhaps saying in a less-effective manner, some of the things that 
are going to be said later. 

I would like to go back to the origin of the Heekin family in 
Cincinnati where we now live and operate this tin-can plant. My 
paternal grandfather was born in Ireland. He came over here about 
1846, due to the potato famine and typhoid fever epidemic, both of 
which had been caused by a lack of rain. 

He came across, of course, on an English ship because that was the 
only thing that came into Ireland at that time, and landed in New 
York, and worked his way somehow to Cleveland, either in the summer 
or the fall—I think by the New York Barge Canal—I am bringin 
that up because we have been interested in river water for severa 
generations. 
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In Cleveland, the town froze up in the winter and there was no 
work. Grandfather left his family there and come over here to earn 
enough money to bring them over and found his way to Cincinnati, 
because he learned that the Ohio River was open most of the year and 
there would be employment. I think again, he came down by the 
Ohio-Erie Canal. 

After he had made sufficient funds to bring his family over—he 
brought them some years later; 3 or 4; and father was the oldest, 
age 7, and having come from Donegal County, which is in the extreme 
northwest of Ireland, he spoke no English. He spoke Gaelic. 

With his father who was then in the peddling business, he would take 
a train out of the Pennsylvania station and go northeast 90 miles to 
Xenia and then walk in a semicircular way down to the Ohio River 
with an empty pack, hail a packet boat, and come down to Cincinnati 
for another load up. 

My father worked with my grandfather until grandfather died and 
then took that route himself. He later was in the Civil War as a mule- 
teer. He was after that employed in a coffee-rasting plant and later 
was given permission to buy that from the proprietor, his boss, and 
then got into coffee, tea and spices, baking powder, and so forth, and 
eventually, in 1901, started the Heekin Can bo, All of these activities 
that he had were within the high-water range. Even this plant that 
he started. 

We were successful and moved up into a newer plant outside the 
water in about 1907. The year 1922 came along and we had a switch- 
men’s strike which was more severe than a lot of people knew. I re- 
member it like it was yesterday. There was no transportation at all 
out of the Pittsburgh area. We were doing business with Weirton 
Steel and still are, and through the cooperation of them and ourselves, 
we improvised methods of loading small barges at Weirton or at 
Steubenville and bringing them down and unloading them here in an 
improvised way and that was, of course, before very many of the Ohio 
River dams were built. But, we saw in that the opportunity of trans- 
portation—while it was most inadequate and terribly slow, and a lot 
of running around. The engineers would drop the wickets on certain 
dams that had been built and give them a little flood or a tide and take 
down a bunch of steamboats and barges to the extent of 4 or 5 or 6 
tows and they would float over these shoals and be able to go on down 
the river on this artificially raised water. 

I recall at one time our little steamboat, that we chartered, and the 
barge were the first out on this flood, and he got stuck on a sandbar 
and blocked them all and they missed the flood and they had to wait 
for 2 or 3 weeks to get down the river. 

The Ohio River Improvement Association was established in 1895. 
My father was instrumental in that. 

In 1922 we had the strike. We then started in 1928 to build our own 
river-rail terminal, which is a small, light, very fast-moving operation. 
It only handles about 6 tons, which is frightfully small. We have 
been running that ever since. Wehave madesavings. We have heard 
of large companies being represented here. Compared with American 
and Continental, we are pitifully small. Between the two of them, 
they operate about 140 plants throughout the country. Historically, 
we had been equalizing freight on certain types of standard cans. As 
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the freight rates raised from 1945 to now, approximately 75 percent on 
rail, our shipping radius has become smaller and sed tiene Our com- 
petition is fierce, because American and Continental with the working 
capital and with the funds will put a plant anywhere where it will 
show a savings against these high freight rates. 

We are using the saving we make on the river to meet competition, 
largely. We are usually able to keep very little of it, but if there are 
tolls which will be anywhere near as much as our saving as of now, 
we will go out of that end of the business and we will be in a very dis- 
advantageous position in competition. 

I bring these points up because, of course, it shows a selfish interest 
and it also shows why we are here. I might mention, too, that while 
we are able to ship more and do more business because of this saving, 
we are able to ship on the railroad much farther in miles than we would 
be if we didn’t have that saving, because we can meet competition 350 
miles away, and, if that river was taken out, it would be just shortened 
by that much. 

It isn’t all in favor of us, or all in favor of the river. We are ship- 
ping farther on the rails and using the rails much more than we would 
otherwise. 

I might add that we handled last year approximately 90,000 tons of 
tinplate. That isa lot of tinplate. It is probably the most expensive 
thing that is shipped in great quantity on the river in single barge lot. 
A barge is worth about $100,000, some of them a little more. I would 
say we did about 60,000 tons for ourselves, and some 30,000 tons for 
others who used our terminal at the nominal charge we make for it. 

That is about all, gentlemen, and thank you. 

Mr. Jones. Just a moment, sir. 

Are there any questions, gentlemen ? 

Well, thank you very much. 

(T he followi ing document was supplied for the record by Mr. 


Heekin :) 


CINCINNATI CHAMBER OF COMMERCE, OHIO RIVER COMMITTEE 


BK. E. Abbott, chief, engineering division, United States Army Corps of Engineers 

William D. Backman, president, Aurora Casket Co. 

Fred T. Bass (secretary), manager, Industrial Department, Cincinnati Chamber 
of Commerce 

William C. Beatty, Rookwood River & Rail Terminal 

Walter C. Beckjord, president, Cincinnati Gas & Electric Co. 

Hudson R. Biery, Rural Route 4, Scottsburg, Ind. 

BE. C. Bolton, district manager, Cutler-Hammer, Inc. 

BE. R. Brunskill, general manager, Cincinnati Chemical Works, Inc. 

J. R. Carruthers, secretary, Stearns & Foster Co. 

Paul W. Christensen, president, the Cincinnati Gear Co. 

Edward J. Cleary, executive director, Ohio River Valley Water Sanitation Com- 
mission 

Robert A. Cline, chairman of board, Lincoln National Bank 

Morris Creditor, president, Ohio River Co. 

William T. Dickens, plant manager, Monsanto Chemical Co. 

Roger Drackett, president, the Drackett Co. 

Roger Ferger, publisher, Cincinnati Enquirer 

Mrs. Letha Greene, president, Greene Line Steamers 

R. B. Hays, president, First National Bank 

Daniel M. Heekin (chairman), Heekin Can Co. 

David S. Ingalls, president, Cincinnati Times Star 

Frank Johnston, Johnston Party Boat 

Howard K. Justice, University of Cincinnati College of Engineering 

W. R. Kellogg, president, Cincinnati Transit Co. 
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William Cody Kelly, attorney 
Harvey C. Knowles, vice president, Procter & Gamble Co. 

B. H. Kock, principal assistant engineer, office of city engineering 

C. W. LaPierre, General Electric Co. 

Fred Lazarus III, executive vice president, the John Shillito Co. 

H. D. Loring, president, Ferro Concrete Construction Co. 

Robert H. McCormick, vice president, the Kearns Coal Co. 

William L. McGrath, president, Williamson Heater Co. 

Ernest Mitchell, Union Light Heat & Power Co. 

William A. Mitchell, president, Central Trust Co. 

Clyde L. Moyer, director of public works, State of Ohio, Columbus, Ohio. 
George W. Neare, partner, Neare, Gibbs & Co. 

Alvin A. Niehenke, superintendent, Gulf Refining Co. 

Harry L. Olden, president, Cincinnati Sheet Metal & Roofing Co. 

Victor O’Shaughnessy, Walsh Distillery Co. 

George H. Panuska, president, the Tressler Oil Co. 

Col. John Person, division engineer, United States Army Corps of Engineers 
Burnett Reed, executive manager, Cincinnati Industrial Institute 
James A. Reilly, vice president, Queen City Coal Co. 

Carl M. Reifkin, vice president and general manager, Newport Steel Corp. 
D. L. Ringo, president, Cincinnati, Newport & Covington Railway Co. 
Donald H. Rolf, attorney and county commissioner 

John J. Rowe, president, Fifth Third Union Trust Co. 

Charles Sawyer, attorney 

Arthur W. Schubert, vice president, Emery Industries, Inc. 

C. B. Sears, assistant division manager, Standard Oil Co. 

Weber W. Sebald, president, Armco Steel Corp. 

V. P. Serodino, president, V. P. Serodino, Inc. 

W. A. Sterling, terminal manager, Commercial Barge Lines, Inc. 
Walter W. Tangeman, vice president, Cincinnati Milling Machine Co. 
Ben E. Tate, president, United Collieries, Inc. 

Glenn Thompson, National Press Building, Washington, D. C. 

Dick Thornburg, editor, Cincinnati Post. 

Julian E. Tobey, president, Appalachian Coals, Inc. 

T. B. Uehling, Cincinnati district manager, Pure Oil Co. 

Frank J. VanLahr, president, Provident Savings Bank & Trust Co. 
Walter Verkamp, chairman of board, the Verkamp Corp. 

Robert C. Vogt, partner, Vogt, Ivers, Seaman & Associates 

Karle J. Wheeler, president, Frank Messer & Sons 

Lucien Wulsin, president, the Baldwin Co. 


Mr. Jones. Theodore Bowers of the Upper Ohio Valley, Allegheny, 
Kanawha, and Monongahela Rivers Sand and Gravel Producers. 


STATEMENT OF THEODORE M. BOWERS, SECRETARY AND GENERAL 
MANAGER, OHIO VALLEY SAND CO., NEW MARTINSVILLE, W. VA. 


Mr. Bowers. Congressman Jones, and members of the committee, I 
am Theodore Bowers, secretary and general manager of the Ohio Val- 
ley Sand Co. at New Martinsville, W. Va. I represent the River Sand 
and Gravel Producers of the Upper Ohio Valley, and Allegheny, 
Kanawha, and Mongongahela. I am here in opposition to any tolls 
on rivers transportation, as suggested in the Hoover report. 

My appearance here today is different in one respect. 

Mr. Jones. Sir, Iam going to interrupt you. One of our colleagues 
and one of the outstanding members of the House of Representatives, 
Mr. Tom Jenkins, of Ohio, is here. Congressman, come around. We 
are glad to see you today. 

We have been good Welshmen, together. 

Our witness, Congressman Jenkins, is Mr. Theodore Bowers of the 
Upper Ohio and Allegheny River Association of Sand and Gravel 
Producers, 
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You may proceed, Mr. Bowers. 

Mr. Bowers. My appearance here today is different in one respect. 
I am a member of the West Virginia State Senate and have been for 
the past 12 years. I have been in a similar position a number of times 
as you gentlemen are today. I have no authority to speak as a State 
representative, but I am vitally interested in our State’s industrial 
growth in which economic transportation on the Ohio has played 
a major role. 

Just digressing a minute here from the written statement, last night 
in the Pittsburgh papers they came out with huge headlines, just 
north of my hometown a few miles, the Pittsburgh Consolidated 
Coal and Monsanto Chemical, and the power company, are going to 
build a multimillion dollar aluminum plant, in which I am sure the 
free transportation on the river and the water supply played a major 
part in that. 

The river producers would have 1 or 2 courses to follow if tolls 
or additional taxes were imposed on our transportation. One would 
be to add increased cost to our selling price, which would in turn mean 
higher maintenance and construction costs to our expanding indus- 
tries, to highway construction and to home building. 

I do not believe our industry could absorb any increased cost. Com- 
petition is quite keen in the aggregate business. The more our selling 
price increases, the smaller our trading area becomes. 

The other course to which in my opinion a few producers would be 
forced, would be to cease operation. 

Low-cost transportation has made it possible for the States bound- 
ing the rivers, as well as business and individuals, to secure low-cost 
aggregates for maintenance and construction work. 

Many companies transport in their own barges by their own boats 
and dredges, to points of distribution. 

There being absolutely no other form of public transportation avail- 
able that could economically do this type of work, as the dredges are 
moved to various deposits, from time to time. 

I trust, gentlemen, that before legislation of this type is introduced 
it will have your serious consideration, as our rivers have always been 
a free artery to be used by everybody. 

Mr. Jones. Thank you very much. 

Mr. Vernon Youngquist of Columbus, Ohio, chief, division of 
water, State of Ohio. 

Mr. Smirn. I am Mr. Smith, gentlemen. 

I think Mr. Youngquist’s statement would have been in part to 
introduce me and to ask for my testimony, so perhaps I can testify for 
both of us. 

Mr. Jones. Fine. I know you will do a good job. 
Will you identify yourself to the reporter ? 


STATEMENT OF ROBERT C. SMITH, ASSISTANT CHIEF, DIVISION 
OF WATER, OHIO DEPARTMENT OF NATURAL RESOURCES 


Mr. Smirn. My name is Robert C. Smith. I am the assistant chief 
of the division of water of the Ohio Department of Natural Resources. 
My statement is somewhat different from those preceding me. We 
are most interested, I believe, in describing to the committee our 
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activities in the field of water resources in Ohio. How we had en 
to meet the threat of future droughts, or the threat of future floods. 

I believe most of our activities are related to recommendation 1 of 
the Hoover Commission report. 

A study of Ohio water laws has been and is rather revealing. 
Statutory water laws deal almost entirely with damage caused by 
water, and means of getting rid of water. Two of our major con- 
servancy districts were formed originally for the prime purpose of 
flood prevention. However, I believe that thinking in Ohio in recent 
years has changed somewhat from that approach. The demands for 
water have been increasing daily, and increasing by leaps and bounds 
as the economy of the State grows. New industries have moved in 
whose demand for water is great. The population has grown consid- 
erably and in recent years, water for irrigation has been in demand. 
Irrigation for farm crops is rapidly growing in royenere in Ohio. 

In late 1953, because of this increased demand and because of a 
drought that the area was experiencing, Governor Lausche named an 
advisory committee in Ohio’s natural resources to plan for the future. 
At the same time because of increasing legal problems as to the right to 
use water, the 100th general assembly formed a joint committee to 
study water rights and directed the legislative service commission of 
the State to investigate Ohio’s water laws. 

I believe it was rather quickly apparent to both groups that Ohio 
is basically a water-rich State; that it wouldn’t be the drouths so 
much as a failure to keep up with the demand that could cause short- 
ages; and finally that there is a problem of distribution of water in 
both time and place. 

The report of the Governor’s advisory committee states in part: 


Ohio’s rainfall normally is sufficient to meet the water needs of the future 
if properly managed. The amount of water available under natural conditions 
varies from day to day and year to year, and it varies from place to place. 
When local demands exceed the local supply during dry periods, shortages will 
result unless surplus water from the wet periods is stored for the dry periods 
or unless additional sources are developed outside the area. Therefore, planning 
of water resources should be based on the critical dry periods, rather than on 
average conditions. 

Unfortunately the answer is not as simple as just building new dams, drilling 
new wells, or laying pipelines. There is a limit to the number of reservoir sites 
available and as the demand for water increases there develops a competition 
for the use of these sites. 

Flood control requires an empty reservoir; municipal water supply requires 
a full reservoir that can be lowered periodically; recreation requires a reser- 
voir with a relatively constant level ; and pollution abatement requires a reservoir 
that will stabilize the flow of a stream throughout the year. 

Conflicts grow over the use to which a stream will be put. Irrigation, be- 
cause it is a consumptive use of water, decreases the flow during the normal 
low-flow period ; industrial use may contaminate the water; municipal use may 
divert the water for several miles or even take it entirely from the watershed. 

Conflicts grow in the development of ground water. The development of a 
new industrial, municipal, or irrigation well field may interfere with existing 
wells in the area. 

The problem is not so much how to increase Ohio’s water supply, but rather 
how to make the best use of what amounts to an abundant supply of water 
over the years. 

The problem is not how to prevent droughts, but rather how to plan for 
them so that they have little effect on available water supplies. The problem 
is not how to provide water for cities, industries, or agriculture, but rather 
how to provide water to meet the ever-increasing demands of all three. 

There is a need to integrate all phases of water management. Although it 
was localized water shortages that prompted you to appoint this committee, 
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droughts will end and there will be flood years. Flood control must be con- 
sidered in any planning. As water use and reuse grows, pollution control be- 
comes a very vital part of any planning. 

Soil conservation and reforestation are essential to prevent loss of reservoir 
capacity through silting. Since reservoirs are lakes which can povide recrea- 
tion, this aspect must be considered in any planning. 

Sound water management in each basin appears to be the best approach to 
the problem. A water plan for Ohio is needed on a watershed basis which will 
recognize the variety of uses to which water may be put and the need for its 
retention and control. 


The report of the Ohio Legislative Service Commission and the 
joint committee on water rights laws reached much the same con- 
clusions. 

The report states in part: 


The State of Ohio needs a positive public policy with respect to water manage- 
ment and water rights. This policy should establish the fact that water is a a 
valuable nature resource, and not merely a subject of occasional legal contro- § 
versy ; it should recognize that the various kinds of water and the various aspects 
of water management are interrelated ; and above all it should reflect a detailed 
knowledge of the specific physical facts surrounding the local water problems 
which exist in the various parts of the State. 

It probably will be necessary for the State to develop a comprehensive water 
code embodying a State policy on water rights and on other water problems as 
well. But since law is only an instrument in the efficient utilization of water, 
an effective code could be developed only in the light of detailed physical knowl- 3 
edge which is not now available. { 

It is possible to inventory the water resources of each watershed and each 
locality in such a way as to show with considerable accuracy the kinds of physical 
improvements which will be needed to meet the long-range needs of every 
community. 

From this knowledge it would be possible for the State and the community to 
set forth in exact terms the legal, financial, and administrative steps required, 
within each watershed, for construction and operation of the needed 
improvements, 

Wherever it appears that the present water-rights law will seriously impede 
these steps, the kind of statutory change needed will be clearly indicated. 


Concurrent with these, the Ohio Division of Water conducted a 
pilot study of the Black River Basin in northern Ohio to explore the 
methods and costs of such an inventory. The 101st general assembly 
directed the division of water— 
to conduct basic inventories of the water and related natural resources in each 
drainage basin in the State. 

In July, the most recent fiscal year, the division of water began those 
studies. Our studies are based on the attaining of the answers to 
certain questions which in their very simplest form could be stated 
as to how much water is needed, how much water is available, where 
can the water be obtained and what other problems might be involved. 
_ To answer these questions, the basin reports will contain the follow- 
ing data: 

1, Physiographic details of the basin such as stream lengths, drain- 
age areas of subbasins, rate of fall of streams, and general topography 
of the basin. 

2. Population data and trends where they can be determined. 

3. Industrial, municipal, and rural water use and predicted future 
needs where those needs can be determined. 

4. A soil inventory of the basin that will outline potential agricul- 
tural uses of the land as well as irrigable land, sources of sediment that 
might cause problems in reservoirs, and suitability of the soil for 
large or small reservoirs or ponds. 
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5. A ground-water-resources map showing by areas the approxi- 
mate quantities of water available. 

6. A survey of the streamflow characteristics to determine such 
things as total quantities available, variability of flow, and storage 
required. 

7. A survey of the chemical quality of the waters as a guide to their 
usability. 

8. A survey of potential reservoir sites both large and small, and 
an evaluation of the amount of storage available. 

9. Other possible sources of water such as a pipeline from Lake Erie 
or the Ohio River. 

10. Soil conservation practices existing and needed in the basin. 

11. Flood problems and corrective measures. 

12. Recreation possibilities. 

Our basin-by-basin inventory will consist of reports on 18 major 
drainage basins. Those major basins have been subdivided into 108 
smaller basins each averaging about 400 square miles in area. 

I believe it should be strongly emphasized that it is because of the 
established program, the cooperative program between the division of 
water and the United States Geological Survey, that it is possible to 
inventory each of these 108 basins in the 6 to 8 years that we estimate 
it will take. 

Most of the water data must be collected chronologically and if we 
didn’t have a backlog of considerable weight in records, the survey 
would be impossible. 

Finally, we believe that through such an inventory, Ohio will be 
able to plan soundly for the future to alleviate drought, control floods, 
and to supply the water to meet the growing demand. We believe that 
it is essential to plan by drainage areas. We believe that planning 
must be both at the local and regional levels and must consider all the 
needs and problems. We believe that through such inventories, eco- 
nomic justification and feasibility of projects can be determined, and 
finally we believe that a complete knowledge of water resources 
through adequate hydrologic data is absolutely essential. 

Mr. Liescomn. To a large extent your recommendation conforms to 
recommendation No. 1, which pertains to water. 

Mr. SmiruH. Yes, sir. 

Mr. Lirscomp. I would just like to compliment the State on taking 
action in this vital problem. If every State was as active as yours 
we would be in better shape today, across the Nation. 

Mr. Smirn. We have some exhibits if the committee is interested. 
I have an example of the pilot study of the Black River Basin. 

Mr. Jones. Did the Soil Conservation Service participate in your 
project on the Black River? 

Mr. Smirn. No, sir. I would have to qualify that. The soil in- 
ventory of the Black River Basin was the result of our division of 
lands and soils, who in turn cooperate with the United States Soil 
Conservation Service and in the basin-by-basin inventory, the soil 
part of it has been a combined effort of both the State and the Federal 
agencies. 

Mr. Jones. Did you receive any help from the Department of the 
Interior? 

Mr. Smiru. The Geological Survey; yes. We have had help over 
a number of years and as I pointed out had it not been for the backlog 
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built up by that cooperative program we could not complete our proj- 
ect in the length of time we think we can do it. Se 

Mr. Jonrs. That is about a 50-50 matching proposition ? 

Mr. Smiru. 50-50 exactly. ae 

Mr. Jones. A 50-50 survey tobe made. Has Wildlife participated ? 

Mr. Smrru. They will in the basin-by-basin inventory. They didn’t 
in the Black River Basin because there was not too much up there. 
But, obviously, in any future development of an area, they would be 
most important. 

We intend to call on all State and Federal agencies. 

Mr. Jones. Have the engineers supplied any hydrological informa- 
tion ? 

Mr. Smrru. Not in the Black River Basin. We conducted a sim- 
ilar study in the White Oak Creek Basin, just east of Cincinnati and 
we received a report from them on it, and have gotten complete help. 
We have met with them and our work will be tied together. 

Mr. Jones. Has any other Federal agency participated in the Black 
River project ? 

Mr. Sorru. No, sir. 

Mr. Jones. None other than the ones I mentioned. 

Mr. Jenxrns. I presume that the Muskingum Valley projects 
would be probably the biggest of any program in Ohio, don’t you 
think ¢ 

Mr. Smiru. The Muskingum and Miami Valley; yes, sir; I believe 
sO. 
Mr. Jenkins. This last year right above Lancaster in my district— 
you are probably familiar with that one—that is rather small com- 
pared to Muskingum, but it is one unit. There, I think, the Govern- 
ment put up about $650,000 and the farmers put up about the same 
amount, and Lancaster about $135,000, so when the program is finished, 
it will be a rather complete unit. 

Mr. Hess. Is that Tom Jenkins’ project ? 

a JENKINS. No; the Tom Jenkins project is bigger than either one 
of these. 

Mr. Jonrs. The provision in recommendation 1—I will read the 
provision : 

That in participating in water resources and power development, the Fed- 
eral Government, without waiving its constitutional rights, should take account 
of the rights and laws of the separate States concerning appropriation, use, con- 
trol, and development of waters within its boundaries. 

Now, you spoke of the State laws being unrefined and difficult to as- 
certain as to the import of the laws, and bringing them up to date. 

Your experience with the examination of the laws is just about the 
same as that in every other State. They can’t interpret their own 
laws on water resources. The State legislatures in almost every State 
are occupied with the problem of trying to either ascertain what their 
laws are, or to devise laws. Therefore, I don’t see how at the Federal 
level, that we could determine all the State laws before we could pro- 
ceed with flood control, soil conservation, or anything else. We would 
have to write a hodgepodge of Federal laws that would conform with 
State laws. 

Is that true in the State of Ohio? 

Mr. Smiru. In a sense perhaps; yes, sir, Mr. Jones. 
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The statutory water laws in Ohio I think are rather distinct and 
clear. The problem comes mainly in the right to use water—the court- 
made laws. 

Mr. Jones. How about the rights of the riparian owners? Have 
they been disturbed ? 

Mr. Smitn. No, sir; and the basic Jaw in Ohio is the riparian law, 
and the courts have interpreted that. 

Mr. Jones. And they have interpreted it just about every way a 
court can interpret it. 

Mr. Situ. Yes, sir; so it would take a Philadelphia lawyer to try 
to get some consistencies. 

Mr. Scuerer. Has the State of Ohio taken a position on any of the 
recommendation contained in this particular report of the Hoover 
Commission ? 

Mr. SmirnH. No, sir; they have not studied it from that position. 

Mr. Jones. Mr. Morris Creditor, of the Ohio River Co., of Cin- 
cinnati. 

We are very glad to have you with us, sir. 


STATEMENT OF MORRIS CREDITOR, PRESIDENT, THE OHIO RIVER 
CO0., CINCINNATI, OHIO 


Mr. Creprror. My name is Morris Creditor. I am president of the 
Ohio River Co. here in Cincinnati. We are a common carrier by water 
and in point of tonnage handled we are probably the largest carrier 
on the inland waterways. 

The Ohio River Co. began operations as a river transportation com- 
pany in 1925. In 1926, its first full year of operation, it handled a total 
of 398,763 tons, practically all coal, and the movement was principally 
between the Kanawha River and Huntington, W. Va., to Cincinnati, 
Ohio. 

In the single month of October 1955, the Ohio River Co. handled 
1,083,000 tons of freight over the inland waterways it serves. While 
this growth in volume extends over a period of 30 years, it is none- 
theless a tremendous one. 

Mr. Jones. Your company handles approximately half of the en- 
tire traffic of the Ohio River; does it not / 

Mr. Creprtor. No, it is not half. 

Mr. Jones. If it goes at the rate of a million tons a month, it would 
be about a third or fourth, though; would it not? 

Mr. Creprror. Of course, this covers other rivers, too—the Illinois 
Waterway and Mississippi—but in total tonnage it is at the rate of 12 
million tons a year. 

Mr. Jones. We had better call you Mr. Ohio River, hadn’t we. 

Mr. Creprror. Well, I have been called all kinds of things. 

The growth of other barge lines during the past three decades has 
probably been just as great but, more than that, the number of com- 
panies and individuals engaged in river transportation has grown 
from a handful in 1925 to nearly 800 companies operating on the 
Missisippi River system and Gulf Intercoastal Waterway today. 
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These barge line companies went into the business relying on the 
pledge of the National Government, first enunciated in the Ordinance 
of 1787, that: 


The navigable waters leading into the Mississippi and St. Lawrence, and the 
carrying places between the same, shall be common highways, and forever free, 
as well as to the inhabitants of the said Territory as to the citizens of the United 
States, and those of other States that may be admitted into the Confederacy, 
without any tax, import, or duty therefor. 


When the Constitution was adopted. the first Congress of the new 
United States enacted the Ordinance of 1787 without change. 

Mr. Jones. Would the imposition of tolls be constitutional? Do 
you have any doubts on the subject? 

Mr. Creprror. Well, I am not a lawyer and I am not an expert, but 
I would think it would take an act of Congress to change it 

Mr. Jones. If we pass a law putting on tolls, you better get you a 
lawyer right quick. 

Mr. Creprror. Basic industries of all description, such as steel, min- 
ing, chemical, rubber, oil refining, grain, alk electric power utilities 
located and built their mines and plants along these waterways in the 
same faith that they would have low-cost. transportation that would 
enable them to matket their products at the lowest possible prices to 
the benefit and welfare of the general public. 

For nearly 170 years the National Government has kept that faith 
and the public has paid the taxes to develop and improve the water- 
ways so that it would reap the economic Ciontin derived from the 
improved waterways. 

This has been a good investment for the taxpayer and for the eco- 
nomic well-being of the Nation. We now have before us a proposal 
to impose tolls on the inland waterways. As I understand it, the 
reason for this proposal is that the user of the rivers should pay for 
the cost of making and keeping the waterways navigable. 

Who are the users? Well, it would seem to me the users are the 
very taxpayers who have already paid for the improvements. So far 
as I know, I have heard no clamor on the part of the public that they 
be taxed again for the cost of maintaining and improving the inland 
waterways which are open highways available to anyone who wishes 
to use them for business, pleasure, recreation, et cetera. 

It is known, however, that the railroads are clamoring for tolls on 
the rivers but their clamor has not been because they want the Federal 
Government to increase its tax revenues. 

Mr. Jones. Now, some of the witnesses testified—the railroad peo- 

le who have testified—have insisted that the only interest they have 
is to see that the Federal Treasury is protected. 

Mr. Creprror. I am going to let that stand for the record. 

Mr. Jones. It is their record, not mine. 

Mr. Crepritor. I will let their record stand and see how well it stands 
up. 
“ Jones. They will take issue with the statements you have made. 

Mr. Creprror. I am sure they will. 

Mr. Jones. Some have testified it would equalize opportunities, but 
some have insisted that the only interest they have is to keep Mr. Jen- 
kins here from writing new taxes. 

Mr. Creprror. Well, that is wonderful. 
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They are asking for it simply to increase the cost of water trans- 
portation so that the railroads would be in a more favorable competi- 
tive position against the carrier by water. ol A cers 

This, it seems to me, would be a form of class legislation in favor 
of one mode of transportation against another mode of transportation. 

I am told that the cost of improving the Ohio River alone is esti- 
mated at about $1 billion over the next 20 years. This amounts to 
about $50 million a year. In 1953 the tonnage handled on the Ohio 
River amounted to about 63 million tons. 

If tolls were charged to recoup the $50 million, and this does not 
include maintenance and care, interest, etc., it would be necessary to 
impose a toll of about 80 cents on every ton handled in the year 1953. 
The average freight rate of commodities moving on the Ohio River 
probably amounts to about 80 cents per ton. Are we going to place an 
80-cent toll charge on an 80-cent freight rate? To be more specific, 
the Ohio Valley Electric Corp. which transports over 3 million tons 
of coal to its electric generating station at Kyger Creek on the Ohio 
River, supplying electric power to the Atomic Energy Commission, 
an agency of the United States Government, has a freight rate of 
57 cents per ton. We happen to be towing that coal. Is it intended 
that a toll charge of 80 cents per ton shall be placed on this rate of 
57 cents? The Cincinnati Gas & Electric Co., which serves more than 
375,000 customers in approximately 2,600 square miles of territory in 
the surrounding area here of Ohio and Kentucky, consumes about 
¥ million tons of coal a year at its 3 electric generating stations located 
on the Ohio River in the Cincinnati area. All their coal is received 
by water. The average river transportation charge for the coal so 
received amounts to about 78 cents per ton. 

Is it intended that a toll charge of 80 cents per ton be imposed on a 
78-cent transportation rate? If such a tax is imposed, then their 
375,000 customers which includes householders, farmers, mercantile 
establishments, and industrial concerns, will pay this increased cost. 

When the proponents talk about tolls on the river, are they clear as 
to what they are talking about? Do they intend to tax the pleasure 
craft, the public utility, and industrial companies who use the water 
in the river for cooling purposes? And what about the cities and mu- 
nicipalities who use the river for sanitation, water supply, flood control, 
and other services where transportation is not even involved. 

If tolls are going to be placed on transportation alone, then that 
means the public, yes, the individual citizen, will have to pay the bill 
because the barge line company will have to pass the toll Reais on to 
the shipper and the shipper in turn will pass it on to the customer. 

In the long run, tolls on the rivers will impair industrial growth. 

Barge lines would, of course, also suffer and, should the barge lines fail 
to compete because of price disability they would eventually cease to 
exist. Should this happen, the question of tolls would then become 
a moot question. Even the railroads, present at the funeral of the 
waterways industry, would find that they, too, have lost thereby. 
_ The word “subsidy” has become a cliche and the railroads have used 
it unsparingly in their fight for tolls on the rivers. Of course, the 
expansion of river transportation has not harmed the railroads despite 
their protestations along that line. 

It is a fact that the growth of commerce and industry depend to 
a great extent on the availability of low-cost water transportation. 
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Of cities in the United States with populations of more than 300,000, 
there are only about 6 such cities that are not on navigable waterways. 
These are Atlanta, Columbus, Dallas, Denver, Indianapolis, and 
San Antonio. 

It is hoped that the Congress will give careful consideration to this 
highly controversial tax, which the general public is not seeking, and 
vote against it should it come up for enactment. 

Mr. Jones. Thank you very much, Mr. Creditor. 

Mr. Lirscoms. Do you operate the barges? 

Mr. Crepiror. Yes; we are a carrier. 

‘ Mr. ame. Do you pay excise tax on the fuel you use in your 
arges 

Mr. Creprror. An excise tax on the fuel we use? 

Mr. Lirscomn. Yes. 

Mr. Creprror. I believe so. Well, no. I am not sure. I think as 
a common carrier, we may be exempt. 

Mr. Lirscoms. What kind of fuel do you use? 

Mr. Creprror. Diesel fuel on our steamboats and we also have 3 
steamboats that we operate with coal. 

Mr. Lirscoms. So there wouldn’t be any tax on the coal, Federal 
taxes. You wouldn’t have excise tax on the diesel. 

Mr. Crepitor. I presume so. I am not familiar with that. I know 
we have no tax on coal. 

Mr. Jones. Thank you, sir. 

Mr. Bryce Browning, member of the National Resources Commis- 
sion of Ohio and chairman of the Muskingum County Watershed 
Conservation District. 


STATEMENT OF BRYCE BROWNING, MEMBER, NATIONAL RE- 
SOURCES COMMISSION OF OHIO, AND CHAIRMAN, MUSKINGUM 
COUNTY WATERSHED CONSERVATION DISTRICT 


Mr. Brownrne. I am embarrassed by the fact that I do not have a 
prepared statement. Word of this meeting came to me only yester- 
day and there was not time to prepare a statement or to get official 
authority from either of my bodies to represent them. My statement 
will be very brief and I think will truly present the judgment of both 
the Natural Resources Commission of Ohio and the board of directors 
of the Muskingum County Conservation District. 

As Mr. Smith has emphasized, Ohio has poineered in the broad field 
of conservation for more than 40 years. The Ohio Conservancy Act 
having been passed in 1914. The original conservancy district de- 
veloped under its provisions was the Miami, and it represented the 
first time in the world’s history, so far as we know, that a functioning 
flood-control project was constructed, completed and has effectively 
operated over the ensuing years. 

The Muskingum district was organized in 1933 and I believe for the 
first time in our country’s history, was constructed through the co- 
operative efforts of the Federal marae. the State government, 


and the local agency of government, the Muskingum Conservancy 
District. 

There were some 20 different agencies of Government that had a vital 
part in the development of that project. I would like to emphasize in 
particular the work of the Army engineers because they came into that 
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project as the construction agency and we of Ohio were very sus- 
picious of them. We felt that they had no concept of the broad con- 
servation objectives we were trying to develop and as I indicated, we 
were very unhappy about it. But I must say now, they adapted them- 
selves to our plan in a very remarkable way and the work they did in 
the Muskingum district was outstanding in that they did function 
perfectly and tended to coordinate that broad, conservation program. 

At the present time there are 10 different agencies of Federal and 
State Government who cooperate in the administration of the program, 
With the cooperation of those various agencies, it has been possible 
for the Muskingum district to operate without taxing income of an 
kind. In fact over the past 16 years the district has paid out in oot 
estate tax on the lands which it acquired, nearly one-half million dol- 
lars in real-estate tax, and in that same period it has operated without 
tax income of any kind. It is said that it is the only agency of Govern- 
ment that both pays taxes and operates without tax income. Now, 
that is not said boastfully. It is because of the amazing cooperation 
between these many agencies of both in the attaining of a broad conser- 
vation objectivie. 

Mr. Jones. Could you describe the physical development of the 
project ? 

Mr. Brownrne. Primarily it is 14 flood-control reservoirs. Four 
of those reservoirs are so-called dry runs. They function only to im- 
pound floodwaters. Ten of them combine both water conservation and 
recreation. It will take only a moment to tell how that happened. 
That was a pioneering job. The engineers, looking for economic 
sites for those reservoirs, discovered that as they went up the valleys 
they found locations where there was the minimum of interference 
with railroads and other utilities, with municipalities and communi 
ties, and the various costly things, and because of that low cost of the 
lands it was practical to build dams there and the dams might be much 
higher than were needed for the flood control. These wise engineers 
said, “Why not build the dam higher, put the surplus storage in the 
bottom as a permanent lake and retain on top of that for all time to 
come, all the storage that might be needed for that greatest of all floods 
which we fear may be coming. The design was for a flood 36 percent 
greater than 1913, which was the greatest of record. 

The thing I want to emphasize in conclusion is this, that local, State 
and Federal Government can cooperate together, work together, in 
accomplishing these very necessary objectives. We in Ohio, through 
our Natural Resources Commission are working in every possible way 
to stimulate interest at the local levels so that projects may be initiated 
at those local levels. To the small watershed, the larger watershed and 
eventually into the Federal picture of water control on a national level, 

Mr. Jones. Is there any industrial or municipal water impounded # 

Mr. Browntnea. Yes. 

Mr. Jones. Do you sell the waters to the municipalities? 

Mr. Browntna. We are in process of negotiating contracts, at the 
present time. But the primary use of that surplus water is for recre- 
ation. We have an average of more than 3 million visitors to those 
lakes a year. The National Park Service appraised the recreationa] 
value at in excess of $1 million a year. That, by the way, is a pretty 
fair interest return on the investment. 

Mr. Jones. What kind of lakes are they ? 
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Mr. Browntna. They vary in size from—well, a little less than a 
1,000 acres, up to 3,550 acres and being located in a rather small water- 
shed, they have almost ideal—they serve an almost ideal purpose from 
a recreational standpoint. 

Mr. Jones. Are they all on the Muskingum River ? 

Mr. Brown1ne. All on tributaries of the Muskingum, yes. 

That is pretty much the story. I think it is a significant story. 

Mr. Jones. It is a very interesting story. ’ 

Mr. Browntne. It is an outstanding project and I believe that it 
offers an opportunity, a pattern, for very constructive development 
throughout much of the country. 

a Jones. Just a minute. We are not going to let you get away 
so fast. 

Mr. Jenkins. The Muskingum, in addition to being very expan- 
sive—in other words, as you said, there are several big lakes there, 
covering hundreds of e-em also have cooperation in there with 
Soil Conservation, do you not ! 

Mr. Brownine. Very close, yes. They were one of the original 
cooperators. 

Mr. Jenkins. I think they probably helped plan a good deal of your 
rograms in that respect. In other words, to help the fishermen and 
elp the farmers and everyone at the same time. 

Mr. Brownine. That is right. 

Mr. Jenu«ins. I think Congress, in my time, I think we have 
made several special appropriations for the Muskingum program, 
haven’t we ¢ 

Mr. Brownina. Yes. In fact we are somewhat embarrassed by the 
generosity of the Federal Government. They have paid more of a 
share than I personally feel they should have paid. 

Mr. Jones. I want to ask you something about the land manage- 
ment program you are carrying out in the drainage area of the 
Muskingum. 

Do you have an accelerated program of reforestation ? 

Mr. Browntne. That is correct, yes. We have planted about 6 
million trees, to date, putting them primarily back of the reservoirs. 

A representative of the United States engineers office is in the 
audience and is familiar with that program. That is growing into a 
valuable asset, already. 

Mr. Jones. And then the other programs of crop rotation, land use. 

Mr. Browntne. Yes, that is right. We cooperate directly with 
each of the soil conservation districts. We have one in each of the 
counties of the district. Our district embraces all or part of 18 coun- 
ties. We also work with many other agencies of Government. 

We have a basic policy that we do not duplicate the work that other 
agencies of Government can and will do. That has been very helpful. 

Mr. Jones. Has it been widely accepted by the farmers in the area? 

Mr. Brownrna. I believe so, yes. 

Mr. Jones. There has been a willingness on their part to cooperate 
and to share their responsibility ? 

Mr. Browntne. I think an amazing indication of that willingness, 
yes. 

Mr. Jones. I think you and your organization are to be congratu- 
lated. I wish we could multiply your work throughout the country 
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and get people to realize and sense the importance and need of doing 
some of these things for themselves. 

Mr. Brownine. Thank yon, sir. 

I should say that former Congressman Bob Secrest was a great ally 
and present Congressman Tom Jenkins has been our loyal helper 
all through this. 

Mr. Scuerer. Are you taking any position at all with reference to 
any of the recommendations in the report of the Hoover Commission ? 
j Mr. Brownrne. Primarily, we favor the recommendations. We do 
' believe that the United States Corps of Engineers have demonstrated 

} an amazing ability to do the type of work that is needed in a project 

: ) of this kind, and we would dislike the idea of their being taken out of 

} the picture except if we can be certain that equally capable agency 
would be substituted. 

Mr. Jonzs. The Watershed Act of 1953 took them out of that work 
and substituted the SCS, and the Hoover remommendation is to put 
them back. 

| q You favor the corps doing the capital improvement works as rec- 
ommended by the Commission. 

Mr. Browntnea. I am thinking in terms of the larger watershed unit. 
Our watershed comprises 5 million acres, which is far beyond the 
concept of the Hope-Aiken Act. 

Mr. Jones. That considers dams up to 5,000 acre-feet. 

The Hoover Commission proposes to have that transferred back to 
the Corps of Engineers. You are in favor of that recommendation ? 

Mr. Brownie. I am in favor of the Corps of Engineers doing the 
job that they are so well equipped to do, yes. I believe they can do 
it very well. 

Mr. Jones. The committee will be in recess for lunch until 2 o’clock. 
(Whereupon, at 12: 15 p. m., the subcommittee recessed until 2 p. m. 
of the same day.) 


| 





AFTERNOON SESSION 


Mr. Jones. Mr. Laughlin, of Pittsburgh. We are very glad to have 
you with us, Mr. Laughlin. 


STATEMENT OF JOHN E. LAUGHLIN, JR., COUNSEL FOR NATIONAL 
STEEL CORP., WEIRTON, W. VA., AND STEUBENVILLE, OHIO 


Mr. Lavenian. Thank you very much, Mr. Chairman. 

Mr. Chairman and members of the subcommittee, I have several 
copies of a statement which I would like to file. 

{r. Chairman and members of the subcommittee, my name is John 
E. Laughlin, Jr., and I am a resident of Pittsburgh, Pa. I appear 
before your committee today as counsel for National Steel Corp. 

Earlier this morning you heard some testimony from Mr. Breuckel, 
who is a vice president of the Weirton Steel Co. division of that 
corporation. I represent the corporation in all of its activities. 

As Mr. Breuckel indicated, the corporation owns and operates steel 
manufacturing plants at Weirton, W. Va., and Steubenville, Ohio. I 
might add that it also owns or has interests in coal operations on the 
Monongahela River in Pennsylvania, and also in Kentucky. 

Through subsidiaries it operates a steel manufacturing plant in the 
vicinity of Detroit and blast furnaces at Buffalo, both operations being 
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on the Great Lakes. Needless to say, it also owns ore properties in 
Michigan, Wisconsin, and Minnesota, and has an interest in the 
Labrador developments which Captain Reed mentioned this morning. 

Now, I know that your committee has received and will receive 
testimony which very carefully analyzes the report of the Commission, 
and I won’t waste your time by going into matters which can be 
developed by others. 

On the other hand, we feel that National Steel Corp. should record 
its opposition to the recommendations of the Commission with respect 
to user charges on the inland waterways. 

There is one phase of the report which I believe should be empha- 
sized because it demonstrates that the Commission has failed to give 
the subject of tolls the thorough consideration which it deserves, which 
I consider somewhat astonishing in view of the fact that the Com- 
mission has taken the step of recommending the elimination of a gov- 
ernmental policy which has been in effect for more than a century. 

I might say that, although I am representing National Steel Conn’ 
today, in the course of my business I do represent a good many other 
companies in Pittsburgh which use the rivers extensively for the 
transportation of coal and other things—fuel oil, acid, and other bulk 
commodities. I am somewhat familiar with the problems of use of 
the river by business interests. 

Now, the report, to my way of thinking, seems to assume that the 
question of establishing user charges is a simple one which can be 
solved by simply stating that persons who use the navigation facilities 
should pay for it. I admit this point has a sort of popular appeal, but 
I think it substitutes an aphorism for careful analysis of the facts 

We would be foolish to deny that the carriers and shippers do derive 
a direct benefit from the governmental construction and operation 
of navigation facilities. By the same token, the farmers receive direct 
benefits from certain operations of the Department of Agriculture. 
If all Government operations should be charged to those who receive 
the obvious benefit—when I say “obvious” I use that in the literal 
sense—we would have no budget problems. The difficulty of this point 
of view is that governmental activities in matters of general welfare 
should be considered chargeable to the public as a whole, rather than 
the apparent immediate beneficiaries, if the public as a whole derives 
substantial benefits from them. ; 

This is particulary true with respect to inland-waterway improve- 
ments. The public as a whole is benefited in a multitude of ways, both 
directly and indirectly. As Mr. Creditor indicated this morning, in 
some respects the benefit derived by the general public is just as direct 
as the advantages to shippers and carriers which the Commission’s 
report has singled out. 

Now, I lived in Pittsburgh in the area of the confluence of the 
Allegheny and Monongahela Rivers, and we can see these direct 
advantages. 

The city of Pittsburgh and practically all of the surrounding com- 
munity of western Pennsylvania derive their water supplies for indus- 
trial and domestic uses from the Allegheny, the Monongahela, and the 
Ohio Rivers. If these navigation facilities which are now located on 
the rivers do not exist, we would not have the stable supply of water 
which we now have and in times of dry spells, we would be in a very 
bad position, both from the standpoint of water for use in our homes 
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and water for use in our industry. And that point, of course, that is, 
I admit, a more or less byproduct of the navigation facilities, but it 
nevertheless is a direct advantage which is derived by all of the citi- 
zens of that community. 

Another aspect of it is that these facilities obviously are not installed 
for purposes of flood control, but nevertheless, the locks and dams 
can ie used and are used to control the flow of water and in that way 
we do obtain some protection from floods, although not complete 
protection, of course. 

Now, it is amazing to me that these two direct benefits which I have 
mentioned are not evaluated, nor for that matter so far as I can see 
encountered in the Commission’s report on this subject. 

Mr. Jones. Mr. Laughlin, let me ask you a question at that point: 
If placing tolls on inland waterways is feasible and appropriate, be- 
cause they are the direct beneficiaries of the Federal investment—if 
it were a wise step—would it be equally wise to impose some sort of 
taxation on those who are relieved of flood damage? 

Mr. Laven. I would say definitely, Mr. Chairman, that if you 
were going to impose any charge on the carriers and the shippers, 
you would have to impose a similar charge on industry in the com- 
munity which uses the water, and for example on the community of 
Pittsburgh. 

Mr. Jones. In the formula for determining the tolls, we would 
face the same difficulty of formulating, as in ascertaining the benefits 
to be derived from property owners and the people for the flood-con- 
tro] protection. 

Mr. LavcHuin. I would say it would be absolutely impossible to 
derive an equitable formula for apportioning the cost according to 
what we might call direct benefit. All of the people in the city of 
Pittsburgh and that area pay taxes. They pay a very substantial 

art of the Federal budget and they are paying for these facilities. 
see no reason why we should substitute a very, very complicated and 
almost impossible user charge for the general taxes which people now 
aw. 
P Mr. Jones. Some of the locks on the Ohio River need replacing— 
I understand there are several that are considered dangerous and 
will eventually have to be replaced. 

Now, the operation and maintenance of those antiquated locks is 
higher and more expensive than the operation of new and better lock- 
age systems. Therefore, you would have to impose a higher toll than 
you would, say, on the Tennessee, since those locks are of recent con- 
struction and the maintenance and operation of them is relatively low 
with respect to the amount of traffic. 

Mr. Laven. That is correct. 

Mr. Jonrs. You would have variations in toll for every river basin, 
so if you are going to do that, I think it would be the responsibility of 
the Federal Government to get those old locks out immediately in 
order to justify the economics of the project. 

Mr. Lavauttn. That is very definitely so, Mr. Chairman. We are 
very much aware of that in Pittsburgh, because—— 

Mr. Jones. Wouldn’t it multiply our problems rather than resolve 
problems? 

Mr. Lavenurn. Yes. I have given this matter of trying to work 
out a formula for allocating costs, and I do not think it is possible. 
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Mr. Jones. Then, the next question you would naturally have to 
consider, is, if there is justification for imposing tolls on the inland 
waterway system, the next logical step would be to impose some type 
of toll to those ships using the ports of New York, Baltimore, Hous- 
ton, where we have made investments, proportionate to that amount 
of investment. Then, when you start imposing tolls on three ports, 
I imagine the price on the Thames estuary and a trip up to Antwerp 
would be rather expensive for American ships. 

Mr. Laveuurn. That is very true, I think. I have not mentioned 
the point, but I understand Mr. Hull has covered it, but actually if 
you are going to change our traditional policy and go to an idea of 
making charges for navigational improvements, then to be consistent, 
you have to do it all over. You have to charge for the harbors, and 
wherever you have any kind of navigation improvement you have to 
make a charge for it and I do not know how in the world anyone 
could devise an equitable formula. It would be just utterly im- 
possible. 

Mr. Jones. So you would have the tolls on flagships of foreigners 
and American flagships paying one rate of toll at New York, where 
the proportionate amount of funds that have been expended by the 
New York Port Authority has included almost no Federal money, 
and then the port of Houston which has been almost all Federal 
money and everywhere you would have a different price. 

Mr. Laveuurn. That is right. 

Mr. Jones. The Ohio would have one rate, the Missouri would 
have another, the Cumberland would have another, the Washita would 
have another, the Red, the White, and on down the line. 

Mr. Laueuurn. Yes. If you would follow the theory of the Com- 
mission, literally, which seems to be that the shippers should pay, then 
certainly you would have to allocate it according to the location. 

Mr. Jones. Here is another problem: Suppose that you are actually 
going to determine the actual costs applied to navigation. Now, here 
is a dam up in the upper reaches of the Missouri River, almost to the 
Canadian border. There is no navigation up there but it makes a 
substantial contribution to the lower Mississippi River during dry 
seasons. 

Mr. Laveuurn. That is correct. 

Mr. Jonrs. So you will have to take into account the divisions of 
cost that would be apportioned to Fort Peck, to Randall, and those 
dams on the upper Missouri. So that brings in another question in 
arriving at a proper toll. 

Mr. Laveniin. Yes; and as a matter of fact on the theory of tolls, 
you could, perhaps—well, I am perhaps out of my field, but I heard 
General Sturgis give a speech not too long ago at a meeting of the 
OVIA where he pointed out they had manipulated a flood-control 
dam in the Northwest in order to keep salt water out of the New 
Orleans drinking supply, or domestic supply of water during a dry 
spell. 
er. Jones. According to General Hardin, who testified before the 
committee in Memphis, if you did not have the dams in North and 
South Dakota, at the present time, New Orleans would be without 
a water supply system, and so would Baton Rouge. 
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Mr. Laven. Yes. I use that as an illustration. If you are 
going to carry that thing that far, why not charge New Orleans for 
part of the cost of operating that dam? 

Mr. Jones. You should have to. The benefits probably to New 
Orleans are greater in the dam built up there. 

I understand. Baton Rouge uses 150 million gallons of water a day. 
All that industrial empire along the lower Mississippi would have 
to go out of business. 

Mr. Laven. As we see it, Mr. Chairman, we think of Pitts- 
burgh and our area as being an area adequately supplied with water 
and normally it is. But we have had some dry spells in recent ome 
in Pittsburgh where our city water was low enough to approach the 
danger point. I know that if we did not have these pools established 
by these navigation facilities, we would have been in serious difficulty. 
Back in the old days around Pittsburgh, back long before they had 
any navigation facilities, the Allegheny, from which we get our water, 
at times was so low that you could wade across it. If we had a con- 
dition like that today, we would be in simply deplorable shape. 

Mr. Jones. Even more remote, the Muskingum project that they 
have built contributes to flood control and navigation by water re- 
tardation, so they are making a contribution. They would have 
invested in those projects and they have had to be reimbursed to that 
proportionate amount of their contribution to the flood control and 
navigation on the Ohio and the Mississippi. 

Mr. Laven. It is strange what they can accomplish by this 
control of water. 

During the war, they built some floating drydocks at a point below 
Pittsburgh. It is my understanding that in order to float those dry- 
docks down to the gulf, they had occasionally to raise the level of the 
water in the river, and they did it by the manipulation of these locks 
and dams and they could apparently tell you to the minute when 
you were to get a certain crest. 

Now, Mr. Chairman, a good many others have emphasized the in- 
direct benefits to the general public and I have covered that in my 
statement and you have been very generous with your time, and I 
see no reason why I should go over that ground, again. 

In closing, as I do in my statement, I would like to emphasize one 
more thing about recommendation 8 and that is that it is really amaz- 
ing to me that they would make a recommendation which casts aside 
a tradition of more than 100 years, on the basis of so few facts, and 
with so little understanding of the many complications that are in- 
volved. For that reason I would say that just on the face of it, the 
recommendation does not deserve any serious consideration. 

Thank you very much, gentlemen. 

Mr. Jones. Thank you very much, Mr. Laughlin. 

Are there any questions? 

Mr. Jenkins. As I understand your testimony, it is this: You are 
a man of experience and your experience is wide and varied and you 
know the rivers in different places and you know transportation on 
the water, and you think that if we start in this, we are just getting 
into a mess ¢ | 

Mr. Laven. I think it is the old story of Pandora’s box multi- 
plied a good many times. 
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Gentlemen, I have additional copies of my statement if you would 
like to have them for the files or anything like that. 
(The prepared statement of Mr. Laughlin follows:) 


STATEMENT OF JOHN E. LAUGHLIN, JR., COUNSEL FOR NATIONAL STEEL Corp., 
WEIRTON, W. VA., AND STEUBENVILLE, OHIO 


Mr. Chairman and members of the subcommittee, my name is John E. Laugh- 
lin, Jr., and I am a resident of Pittsburgh, Pa. I appear before your committee 
today as counsel for National Steel Corp., which owns and operates steel manu- 
facturing plants at Weirton, W. Va., and Steubenville, Ohio. 

Your subcommittee has already received and considered testimony which 
earefully analyzes the problem of user charges on the inland waterways and I 
will not waste your time by touching on ground which has already been covered 
by others. On the other hand, I think we would be derelict if we failed to make 
a public record of our opposition to the recommendation with respect to user 
eharges of the Hoover Commission Report on Water Resources and Power. 

There is one phase of the report which I believe should be emphasized because 
it demonstrates that the Commission has failed to give the subject of tolls the 
thorough consideration it deserves, which is somewhat astonishing in view of the 
fact that the Commission has taken the bold step of recommending the elimina- 
tion of a policy of government which has a tradition of more than a century. 

The report seems to assume that the question of establishing user charges is 
a simple one which can be solved by the simple statement that the persons who 
actually use navigation facilities should pay for them. This point has popular 
appeal, but only because it substitutes an aphorism for a careful analysis of 
the facts. 

No one denies that carriers and shippers by water derive a direct benefit from 
governmental construction and operation of navigation facilities on the inland 
waterways, nor would the farmers of the Nation deny that they receive direct 
benefits from certain operations of the Department of Agriculture. If all gov- 
ernmental operations should be charged to those who receive the obvious benefit— 
and I use the term “obvious” in its literal sense—we would have no budget prob- 
lems. The difficulty with this point of view is that governmental activities in 
matters of general welfare should be considered chargeable to the public as a 
whole, rather than the apparent immediate beneficiaries, if the public as a whole 
derives substantial benefits from them. 

This is particularly true with respect to inland-waterway improvements. The 
public as a whole is benefited in a multitude of ways, both directly and indirectly. 
In some respects, these benefits are just about as direct as the advantages to 
shippers and carriers which the Commission’s report has singled out. Those of 
us who live in the area of the confluence of the Allegheny and Monongahela 
Rivers are keenly aware of these direct advantages. The city of Pittsburgh, Pa., 
and most of the neighboring communities are wholly dependent upon the Alle- 
gheny, Monongahela, and Ohio Rivers for the water which we consume in our 
homes and use in our industries. If we did not have the navigation facilities 
which exist on these rivers, there would be no stability to our water supply, and 
in dry spells we would be in serious trouble. Likewise, the control of the water 
flow through the locks and dams provides at least some protection from the 
ravages of high waters. That which is true of the area of Pittsburgh applies, 
in a greater or lesser degree, to all communities which are located on the navigable 
rivers of this country. Yet these direct and very important benefits are not 
evaluated or even counted in the Commission’s report. 

The indirect benefit to the general public, although less apparent, is even more 
significant. There can be no doubt that the existence of the Ohio River and its 
tributaries is responsible for the establishment and the unbelievable development 
of the industry which crowds both banks of the Ohio River system. Industry 
has sought. the rivers because they provide a stable water supply and low-cost 
transportation of bulky raw materials. This same industry provides jobs for 
millions, furnishes low-cost products and services for all the people, and pays a 
very substantial portion of the taxes which support the activities of Federal, 
State, and local governments. In other words, the public as a whole is bene- 
fited, just as the public as a whole is benefited when farmers are enabled to 
improve the quality and quantity of farm output by the activities of the Depart- 
ment of Agriculture. 

The farm analogy, of course, is not the only one. Labor is presumably the 
girect beneficiary of the activities of the Department of Labor, but no one has 
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ever suggested that labor be assessed with the cost. The Department of Com- 
merce was developed to promote industry, but no one has argued that its budget 
should be allocated among members of industry. 

The thoughts which I have attempted to express in this statement could be 
amplified a thousand times, but the committee has been generous with its time, 
and I should be trespassing upon its generosity if I should go beyond these few 
paragraphs. As I stated at the outset, I have little to add to the careful and 
thoughtful reasons which have already been presented by opponents of the Hoover 
Commission recommendation. However, I would like to emphasize once more the 
point that a recommendation which casts aside a century-old policy, after so little 
study and with so little grasp of the complications of the problem, cannot possibly 
deserve serious consideration. 


Mr. Jones. Mr. T. W. Schulenberg, of the Indiana Economie 
Council. 


STATEMENT OF T. W. SCHULENBERG, PLANNING ENGINEER, 
INDIANA ECONOMIC COUNCIL 


Mr. ScnHutensere. I have several copies of a map I would like te 
distribute, and I will refer to those in a minute. 

Gentlemen, I am Theodore Schulenberg, mining engineer of the 
Indiana Economic Council. That is a State agency of Indiana 
Among its responsibilities as the State planning and development 
agency of Indiana are the collection and application of economie 
statistics for the various regions of the State. In the course of its 
research, this agency has analyzed the economic conditions of all 
sections of the State, listed those areas where those conditions indi- 
cated a need for improvement in order to encourage continuing devel- 
opment, and they have also undertaken a program of promotion te 
bring those areas into a more favorable position with the more pros- 
perous communities of the State. 

One of those indicators of economic instability which seem to be of 
enough importance to portray graphically, and to which I wish te 
call your attention, is the compilation of population gains and losses 
of the counties of Indiana and of neighboring States during a 20-year 
period ending in 1950. 

Population losses, together with other indexes, are indications of 
a deficient economic base in an area. Many of those counties in which 
a subnormal population gain, or a loss is evidenced, are in need of 
new industries to utilize the labor force being lost to those areas. 

It is interesting to note the groupings of those population loss coun- 
ties. Not only in Indiana but also in the neighboring States, and te 
isolate, if possible, the cause for the appearance of so many of these 
counties within the immediate vicinity of the Ohio River. 

This situation may be explained by analyzing the transportation 
facilities available to these communities. Many of the cities and 
towns along the Ohio River are located in pockets or bends where 
rail facilities are nonexistent. Since railroad lines do not tend te 
follow on the meanderings of the river. 

Highway facilities of many of these communities are also substand- 
ard, making it difficult for trucks, too, in hauling freight in and out 
of the area. ; 

Points along the Ohio River where railroad and highway bridges 
exist are widely separated. Only 2 counties in Indiana having rail- 
road crossings and 3 counties having highway crossings. The rail- 
road crossings are at Evansville and, the Louisville area, in addition 
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to bridges, highway bridges in those areas, there is also one in Jeffer- 
son County near Madison, Ind. 

This indicates the disadvantages many smaller cities are experi- 
encing in the field of industrial development. Few of them have the 
highly desirable 360° transportation advantage. 

The conditions I have just illustrated are the primary reasons why 
40, of the 67 counties bordering the Ohio River from the eastern 
boundary of Ohio, to the western boundary of Illinois are experienc- 
ing a subnormal population growth. In fact, 30 of those counties 
actually lost population during the 20-year period illustrated by the 
map you have before you. These are the “sick” counties of the Ohio 
River Valley, and they are in need of help. 

In Indiana we are continually striving to improve the economic 
conditions of our “sick” communities. e have experienced modest 
improvement in Indiana due to industrial expansion in some of our 
Indiana communities, but a big job remains to be done. The advan- 
tages these communities have to offer industrial prospects are not too 

lentiful. The major ones are their water resources and the availabil- 
ity of low-cost river transportation. 

Meddling with the fine balance presently existing in industrial 
profits and costs will, in many situations, take from the communities 
of the Ohio Valley 1 of the 2 major selling points they have now to 
offer the industries. It will also cause present prospects to reevaluate, 
resulting in location plans being changed in some instances. 

Another complication of major importance would be the effect of 
higher transportation costs to the industries already located along 
the river. Due to competitive reasons, some of those industries might 
be forced to abandon their present production facilities in favor of 
other sites which would better meet their needs after the change of 
river freight rates had taken effect. 

Toll charges on river traffic will produce long-range results that 
cannot be predicted easily. 

Our department urges Congress to consider very seriously a care- 
ful study of the proposals before them before setting up a system of 
tolls for river freight carriers. We believe that the effects of such a 
move could set back the industrial development of the Ohio River 
Valley, sometimes described as the future “American Ruhr,” by sev- 
eral decades. For this reason we have taken this opportunity to express 
our convictions that the free use of the Ohio River should be allowed 
to continue. 

Mr. Jones. Thank you very much, Mr. Schulenberg. 

Any questions? 

Mr. Lipscoms. Has your organization taken any action on any of 
the other Hoover Commission recommendations on water resources 
and power? 

Mr. Scuu.tenserc. They have not. However, they are under ad- 
visement at this time, and you will have them on record before you 
take action. I anticipate a report from them in December. 

Mr. Liescoms. Will you submit them to the committee, also? 

Mr. ScHuLENBERG. Yes. 

Mr. Liescoms. And they will also refer to recommendation No. 8? 

Mr. Scuu.enserc. That is correct. 

Mr. Jones. Is the Indiana Economic Council a State agency ? 
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»ffer- 4 Mr. Scoutenserc. It is a State agency, advisory to the general as- 
sembly and to the Governor. 

peri- ’ Mr. Jones. Who serves on the Indiana Economic Council ? 

e the ’ Mr. Scuuenserc. There are 20 members of the council, 4 of whom 

are State legislators, 6 department heads of major State depart- 

why q ments, and the rest are citizen appointees. 

stern : Mr. Jones. You have found that the recommendation No. 8, in 

tenc- our opinion, is not justifiable and is unwarranted. You say you 

nties ave not reviewed the other 14 recommendations of the Hoover Com- 

y the mission ? 

Ohio / Mr. Scuutenperc. No, sir. You may receive some additional 
4 thinking along the line of the other recommendations tomorrow. I 

omic j understand the executive secretary of the.Governor will meet with the 

odest committee tomorrow. 

f our 4 Mr. Jones. Thank you very much, Mr. Schulenberg. 

lvan- (The map submitted by Mr. Schulenberg follows :) 
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Mr. Jones. Mr. Harry M. Mack. 


STATEMENT OF HARRY M. MACK, GENERAL COUNSEL, GREEN LINE 
STEAMERS, AND PRESIDENT, NEARE GIBBS & CO. 


Mr. Mack. My name is Harry Mack. I am appearing in a dual 
capacity, as general counsel and representative of the Green Line 
Steamers, and as president of a marine underwriting firm, Neare 
Gibbs & Co. 

I think my friend Gordon, and Mr. Hess, are familiar with these 
organizations since they are Cincinnati companies. 

Ir. Scuerer. You are president of the Ohio Valley Improvement 
Association, also ? 

Mr. Mack. Yes; but I am not appearing as an official of Ohio 
Valley Improvement Association. Mr. Hall and others are much 
better equipped. I am familiar with their testimony and whole- 
heartedly support it, but I am not appearing in that capacity here. 

Mr. Jones. You can appear first as a representative of your firm 
and then later on, you can testify for the others. 

Mr. Mack. What I am about to say is on behalf of both the Green 
Line Steamers and Neare Gibbs & Co. It is very brief, Mr. Jones. 
I have felt no necessity to prepare a written statement. 

I might remark that Mr. Heekin, who appeared before you this 
morning—and this is for the ears of the chairman only—remarked 
that his grandfather fought on the Union side. 

Mr. Jones, my grandfather was a shipbuilder here in Cincinnati 
and fought on the Confederate side. 

Mr. Scuerer. The chairman will give much greater weight to your 
testimony. 

Mr. Jones. I can tell you now, you speak with the voice of authority. 

Mr. Mack. I might add, since I now live in Ohio and north of the 
Mason-Dixon line, Mr. Scherer and Mr. Hess, that I am told by my 
grandmother that my grandfather was not a willing soldier, that he 
was quite a coward and that they had to drag him to the front. 

Mr. Jones. Off the record. 

(Discussion off the record.) 

Mr. Mack. The Green Line steamers is the only main passenger 
ship on the whole inland waterway system. It is the only remaining 
overnight steamer. We brought that boat from San Francisco. It 
was known as the Delta Queen out there, and we brought it to Cincin- 
nati to engage in a passenger trade. We can accommodate some 200 
passengers, with sleeping accommodations, and it runs between Cin- 
cinnati and New Orleans in the early part of the year, and then dur- 
ing the summer, runs down the Ohio River, up the Tennessee River, 
to the beautiful Tennessee country and the TVA lakes. 

Mr. Jones. Beautiful, beautiful country. 

Mr. Mack. It is. It is just gorgeous. 

We make one trip in the fall to St. Paul, and then several trips— 
this is the last trip coming in now, from New Orleans. So we use 
the entire stretch of the Ohio River and the entire stretch of the Mis- 
sissippi River from its mouth to its reaches at St. Paul. 

We have a considerable investment in that one boat. We formerly, 
until 1944, operated as companion ships, packet boats engaged in 
overnight trade between Louisville and Cincinnati. 
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I have listened to much of this evidence with a great deal of interest 
and I get the impression that many of us, and perhaps the committee 
feels that it is just a question of whether or not the direct beneficiaries 
should assume the cost, or in turn pass it on, in the shipping of various 
commodities. 

In a passenger business, it is not such a case with us. This is a mat- 
ter of life and death with the Green Line steamers, because the trade 
that we cater to in the passenger business includes people of very, very 
modest. circumstances. They are schoolteachers. I think Congress- 
man Jenkins knows our ship quite well. They are school teachers and 
people in very modest income brackets. If we were obliged to charge 
$5 or $10 more for a trip than we do, I am afraid, and I know, that 
our passenger service would not be able to continue. 

I am quite sincere when I say to you that I feel if there is any charge 
of any consequence whatsoever that we cannot pass on, it means the 
end of the operation of the Green Line steamer. I say that because in 
the past 5 years the profit that has been developed by this line is nil. 
It is being run for, really, tradition, right now. 

My own firm—Neare Gibbs & Co.—was started at the same time the 
Green Line went into operation, which was almost a hundred years 
ago. Very shortly, both concerns will celebrate their hundredth anni- 
versary. My grandfather and my father before me have been in this 
firm. 

We have been on the verge, on three occasions now, of having catas- 
trophes in the business. 

First, when my grandfather was in the business, the railroads came 
in and shipping on the river disappeared as it was known in those days. 

Now, at that time—and I feel that all these recommendations are 
motivated and precipitated by the railroads—at that time a true 
American did not go to the Government as a shipper and a river 
operator and say, “Do something to the railroads so we can stay in 
business.” 

The railroads at that time had a cheaper and faster operation and 
they deserved to take the business away from us, and they did. In 
1918, during the ice movements on the river, practically all the ships 
and barges and vessels were wiped out and that was another catas- 
trophe. But we came back with a modern fleet of ships that are doing 
a job, and a tremendous job, they have done it, are doing it now, and 
they have been a great contribution in the war efforts. And I feel 
personally, again, that it is not a question of whether or not that charge 
can be absorbed or passed on, it is a question of whether or not the 
rivers are going to continue in existence and make this valley what they 
have. 

I was tremendously interested in your comments on whether or not 
these direct benefits—whether or not there are others that should not 
accept them. For instance, flood walls that have been put in to pre- 
serve the communities across the river. Is it not just as equitable to 
ask those people across the river in Newport and Covington to pay for 
them as it is to ask the river industry to pay for the benefits that they 
are receiving, which are also passed on ‘ 

Think of how that can go. In the passenger business we have to 
rely on the Government and the Coast Guard and the United States 
Engineers for aids to navigation. Weare only oneship. And if that 
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was passed on to its extreme, it would mean the Green Lines steamer 
should pay for every light up and down the river that they use and 
only use. It would also apply to Ambrose Light in New York Chan- 
nel. That light is put there at Government expense, and quite con- 
siderable expense. I doubt the propriety of charging United States 
lines for maintaining that light. They could not begin to accept it. 

I think we have to be reasonable and recognize that this type of 
proposed legislation, in my opinion, at least, is the end of the rivers 
as we know them to be now, and the prosperity of this vailey, I think 
has been contributed to in great extent by river navigation. 

Mr. Jones. Thank you, very much, Mr. Mack. 

We have no questions. 

Mr. Hess. Yours has been a very convincing statement. I did not 
have to be convinced, but I think your statement was very convincing. 

Mr. Jenkins. I think we ought to have this in the record. He is 
modest and has said nothing about it, but he is one of the principal 
rivermen in the last 50 years on the Ohio River. I will say that for 
him. He knows his business. 

Mr. Mack. Thank you. 

Mr. Jones. Mr. Mack, I believe I did see some of your ads. I be- 
lieve in Holiday Magazine. 

Mr. Mack. I was just going to say, our season starts again in 
March, and I have pamphlets here, if you would like to pass them 
around to your friends. There is plenty of space available. 

Mr. Jones. You know that is my business, passing around stuff to 
my friends. 

Mr. Mack. Thank you. 

Mr. Jones. Mr. David Wright, of the New York State Waterways 
Association. 


STATEMENT OF DAVID A. WRIGHT, VICE PRESIDENT, NEW YORK 
STATE WATERWAYS ASSOCIATION, INC. 


Mr. Wricut. Mr. Chairman, and members of the subcommittee, 
my name is David A. Wright. I live in New Rochelle, N. Y. Lama 


vice premaens of the New York State Waterways Association, Inc., 


and I appear on behalf of that organization, which is a nonprofit cor- 
poration having its headquarters at 17 Battery Place in New York 
City, and which has as its purpose to foster and protect the rivers, 
harbors, and waterways of the State of New York for navigation, 
commerce, conservation, flood control, recreation, and related func- 
tions. Our membership covers a broad geographical range within the 
State and consists of individuals, corporations, civic, commercial and 
trade organizations, port authorities and commissions, municipal and 
public bodies. 

Apart from my association work, I am employed as president of 
Lake Tankers Corp., a Delaware corporation engaged in the transpor- 
tation of liquids in bulk upon the Great Lakes, the Mississippi River 
system, the Gulf Intracoastal Canal, the New York State barge canal, 
and the inland waterways of the east coast, ranging from Chesapeake 
Bay to the coast of Maine. 

The waterways with which our association concerns itself include 
the New York State barge canal system, the Hudson River, Long 
Island Sound, the numerous channels comprising New York Harbor, 
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certain portions of Lake Ontario and Lake Erie and a multitude of 
smaller channels and lakes connected with the larger bodies I have 
just listed. " ; 

Foreign flag tonnage uses the waters of New York State to a 

ter extent than those of any other State in the Union. This in- 
cludes not only the vast tonnage which berths in the port of New 
York, but also a significant movement of foreign flag traffic on the 
Iiudson River to the port of Albany and a steady stream of Canadian 
ffag shallow draft vessels which engage in commerce between New 
York Harbor and Canadian St. Lawrence ports, using the Richelieu 
Canal which connects the St. Lawrence with Lake Champlain, then the 
northern branch of the New York State barge canal from Lake Cham- 
plain into the upper reaches of the Hudson River at Fort Edward, and 
thence the Hudson to New York Harbor. 

Our United States flag traffic includes movements of all kinds in 
large volume: deep-draft vessels in both interstate and foreign com- 
merce use the Hudson and Long Island Sound as well as New York 
Harbor itself; smaller craft capable of transiting the New York State 
barge canal perform a vital service to the people of our State in the 
delivery of petroleum products, grain, molasses, fertilizer, scrap iron, 
chemicals, sulfur, pig iron, paper and paper products, throughout the 
leneth and breadth of the State. 

In addition, there is a considerable volume of through traffic be- 
tween the Great Lakes area on one end and the eastern seaboard on 
the other. For example, there is a steady volume of petroleum 
traffic from New York Harbor through the barge canal to Toronto. 
Another example is the constant movement of paper from the coast 
of Maine through the Cape Cod Canal, Long Island Sound, into the 
Hudson and thence through the barge canal and four of the Great 
Lakes to Chicago. 

The history of the New York State barge canal is of great interest 
when one considers the possible application of user charges on other 
waterways in the United States. So extensive is the story of canal 
activity in the State of New York, that only brief mention of the 
more interesting or significant historical events can be presented here. 

The value to a young and growing America of a through water 
route from the Atlantic coast to Lake Erie was recognized well before 
the end of the 18th century. President Thomas Jefferson, realizing 
that the construction of such a canal would properly be a Govern- 
ment activity, presented a plan for the application of Government 
funds to the canals early in the 19th century, but no Federal action 
was taken. 

In 1808, a resolution was submitted to the New York State As- 
sembly creating a joint committee to study the possibilities of a 
waterway connecting Lake Erie and the Hudson River. The report 
of this committee in 1811 estimated that such a waterway would cost 
$5 million and would carry $100 million worth of goods annually. 
The canal committee, which included such famous personages as 
Gouverneur Morris, DeWitt Clinton, Stephen Van Rensselaer, Robert 
R. Livingston, and Robert Fulton, found little Federal interest in 
the proposed canal because of the imminent war with England. 

It was not until 1817 that an act was finally passed by the New 
York State Legislature for the construction of a canal with a 4-foot 
channel from Albany to Buffalo. The canal commission was reap- 
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pointed and authorized to build the canal and to fix and collect tolls. 
On the 4th of July 1817, ground was broken, the first section of the 
canal from Rome to Utica was opened in 1819, and 6 years later the 
canal was completed. 

The route from Buffalo to New York was officially opened to 
navigation on November 26, 1825. Four gray thoroughbred horses 
drew the barger, Seneca Chief, with Governor Clinton aboard, to 
Albany where is was taken in tow by the steamboat Chancellor Liv- 
ingston. The retinue of canal and river craft proceeded to New 
York Harbor, where a keg of Lake Erie water was poured into the 
Atlantic in ceremonies commemorating the “wedding of the waters.” 

It was in the following year, 1826, that the first railroad, the 
Mohawk & Hudson, was chartered. This event marked the begin- 
ning of frantic railroad building in the State, and it is certain that 
both modes of transportation contributed greatly to the unprece- 
dented rise to industrial and commercial supremacy of the Empire 
State. In 1831, the Mohawk & Hudson Railroad was carrying pas- 
sengers and freight from Albany to Schenectady, a distance of 15 
miles. 

By 1831, the State had expanded its canal system to include, in 
addition to the original Erie Canal: 

(a) The Champlain Canal (1819), providing a route from the 
Hudson River at Troy through to Lake Champlain. Via Lake 
Champlain and the Richelieu River, this route connected with the 
St. Lawrence River and Montreal. 

(6) The Cayuga and Seneca Canal (1825), connecting Cayuga and 
Seneca Lakes with the Erie Canal. 

(c) The Oswego Canal (1828), giving access to Lake Ontario from 
Three River Point on the Erie Canal. 

Traffic on the canals grew very extensively, and in 1845 some 4,000 
boats and barges were operating with 25,000 men employed. Pop- 
ulation of the State had more than doubled since 1825 and in 1845 
was in excess of 2,600,000. In other words, about 1 percent of em- 
ployees in New York State were employed on the barge canal. About 
40,000 settlers per year rode the packets on the canals, headed west 
toward opportunity. 

In 1848, a great uncle of mine, named Zophar Washington Wright, 
left his family in Washington, N. H., and traveled by stage to the 
Hudson, where he embarked on a packet boat which carried him 
through the canal to Buffalo. Here he set sail in a schooner to 
Detroit and shortly established a general store in Port Huron, Mich. 
He returned several years later to bring his wife and children to 
Port Huron and eventually in the course of expansion of his general 
store became the owner and operator of four sailing ships carrying 
lumber and general cargo on the Great Lakes. 

The New York State canal system was an outstanding engineering 
accomplishment. As a State-financed and State-operated project, 
it was an unprecedented and completely successful venture by a 
government to give impetus to the industrial and commercial develop- 
ment of its domain. That the Erie Canal was a major factor in 
the development of the State of New York and many Great Lakes 
cities is without question. 

Tolls were levied against the freight carried on the canals, and the 
revenues therefrom applied to canal construction and maintenance 
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funds. As the years passed, railroad competition become severe, and 
the Welland Canal-St. Lawrence River system began to secure an 
increasing volume of cargo along its toll-free route to Montreal and 
the sea. 

In order to prevent this diversion of potential New York canal 
traffic, tolls were successively reduced causing the decline in average 
tolls collected per ton as follows: 

In the year 1839 the average toll was $1.12 per ton; in 1850 it was 
$1.06; in 1860 it was $0.64; in 1870, $0.42; in 1880, $0.24; in 1882, 
$0.12 per ton. 

A referendum was submitted to the people of New York during the 
elections of 1882. The result was the abolition of all tolls on the canal 
system as of January 1, 1883. 

As the following figures indicate, the Erie Canal had more than 
paid for itself, contributing 90 percent of the total toll revenue to 
the State treasury. 








Tolls received from Erie Canal (1817-83) ~.---.--__-__-_-__-____ $121, 461, 871 
TotaE Owe ce Tree COT CANE CO ii onsite scientist entiation 78, 862, 154 
ONG WE Per 00h CR Nc nccesenestnmenpinenoosnireenea onrlins 42, 599, 717 


Nineteen hundred and three marked the end of the “old canal” 
system. The beginning of the modern barge canal dates from April 
7, 1903, when the people of New York voted to raise $101 million for 
a new 12-foot waterway. 

Subsequent authorization was granted for bond issues to an aggre- 
gate of $154,800,000. ‘The 1903 act specified that locks were to be 
enlarged and the channel to be widened to a minimum of 75 feet on 
the bottom and deepened to a minimum of 12 feet. Construction 
began in 1905, but while various sections of the new canal system 
were opened to traffic, 1912 on, it was not until 1918, that the project 
was completed, with a total length of 525 miles, including land cuts, 
canalized rivers and 57 locks, 

The Federal Government is charged with the responsibility for 
developing and maintaining the navigable waters of the United States 
in the interest of economic growth ag well as national defense. 

In line with this responsibility, the United States Army Chief of 
Engineers recommended certain improvements to the New York State 
Barge Canal system in a report to the Congress in 1929. The Fed- 
eral work was to be initiated only after the entire barge canal system 
had been turned over to the United States Government. 

In 1930, Congress authorized the Secretary of War to accept the 
waterway from the State of New York and to operate and maintain it, 
Since the State was prohibited by its constitution from selling any 
part of the canal system, no further action was taken pursuant to the 
1930 act. 

In 1935, Congress authorized improvements to the New York State 
Barge Canal substantially in line with the recommendations of the 
Chief of Engineers, but without reference to the transfer of owner- 
ship. There was no reference to the toll question in the congres- 
sional act as the New York State Constitution specifically provided 
for freedom from tolls on all State canals. 

Work under the Federal authorization of 1935 has continued to 
date with expenditures in excess of $22 million providing for the 
deepening of the canal between locks and over the sills of the locks 
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themselves, the raising of fixed bridges to increase their vertical clear- 
ance and the widening of the bottom of the canal in some sections. 
This work has not yet been finished and at the present slow rate of 
improvement will require a number of years for completion. 

At the New York State Constitutional Convention in 1938, serious 
consideration was given to the advisability of abolishing the prohibi- 
tion against tolls on the canals. After exhaustive hearings on the 
subject, it was decided to continue on a toll-free basis. The question 
of tolls has been revived in the legisiature at various times since 1938, 
and a joint legislature committee is still in existence considering the 
matter. 

The toll history of the New York State Barge Canal system may 
be considered as an object lesson for this subcommittee. In fact, New 
York State might well be viewed as a hypothetical testing ground for 
the user-charge concept recommended by the Hoover Commission, for 
in our State I believe the problems incident to the imposition of a 
Federal user charge would be as grave and as complex as any in the 
Nation. 

Our history shows that in the infancy of railroads, a toll on our 
improved waterways was not only feasible but highly profitable. In- 
deed, at one time, toll proceeds were the primary source of revenue 
of the State government, but in the absence of control over rail rates 
it had become necessary by 1883 to remove all tolls on the waterway 
if traffic was to continue to move by that route. 

The unchecked ability of the railroad to cut rates selectively below 
cost where it competes with water transportation and subsidizes its 
losses by maintaining high rates elsewhere in the absence of competi- 
tion can destroy water traffic at any time. 

Our experience in New York State, even after discontinunance of 
tolls in 1883, was that cargo moving on the barge canal continued to 
diminish as more and more traffic was diverted to rail. 

As canal traffic showed signs of drying up completely, rail rates in 
the absence of water competition began to rise and, in fact, it was 
public indignation over increased rail rates which forced the State 
to its decision to modernize the canal in 1903. 

It was the thirst for low-cost transportation that built our canal in 
the first place. When railroads thwarted the people’s needs by killing 
canal traffic by 1900, it was again the people’s need for low-cost trans- 
portation that caused them to rebuild the canal. 

It is the function of any waterway as a regulator of the rates of all 
means of transportation that we wish to bring out as one moral from 
our history. Waterways afford the lowest cost means of surface trans- 
pose in this country. A fair average rate for such service would 

e 5 to 7 mills per ton-mile as compared with 14 mills or more for the 
class 1 line-haul railways. 

Clearly where substantial water traffic exists and where railroads 
are permitted to cut rates below cost to prevent traffic from moving by 
a more efficient means, the process is in defiance of the laws of sensible 
economics. 

Application of a waterway toll under such conditions could benefit 
none but the railroads. By raising the rate base of the lowest cost 
means of transportation to the extent of the user charge, we lift the 
entire pyramid which is the rate structure of the Nation. The result 
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E under present and proposed laws governing the regulation of rates 
. would be an important step toward drying up the water traffic and 
if destroying the natural regulating effect of the waterways. _ 
If I may depart from my statement for a moment, I would like to ask 

. a rhetorical question: Based on the supposition that there were at the 
e present time no railroads in this country but we had trucks, buses, 
” waterways, airlines, all means of transportation at their present level 
. ’ of development, but no railroads, but today, railroads were invented. 
3, 5 Would we build under present conditions, as many railroads as we have 
- in this country, at the present time? I think the answer is clearly no. 

I think the spectacle of sometimes 4 and 5 railroads competing with 
y ; each other between important cities is one which we should keep in 
” mind when we hear the often-repeated complaints of unfair treatment 
- 7 by the railroad’s competitors. Waterways are a small competitor 
. indeed, to the railroads. 
& 7 European nations, some of which have tolls on their waterways, also 
ie : have nationalized railways where government policy rather than the 

competitive impulses of private businessmen maintains rail rates at 
ir a compensatory level. Under such conditions, the waterways carry a 
\- ’ far higher share of the total freight traffic then they do in the United 
le . States. 
S We certainly do not advocate the nationalization of railways, but 
y : we are firmly opposed to the imposition of user charges on the water- 

ways if the railways are to be the sole beneficiaries and if the shipping 
Ww public, which is the consuming public, which is the taxpaying public, 
S which is the voting public, must pay higher transportation costs on 
I i everything. 

Now, let us deal briefly with some of the complexities of applying a 
f 4 Federal toll or user charge in New York State in acocrdance with the 
0 . Hoover Commission recommendation : 

Could such a charge apply on the New York State barge canal which 

n is owned and operated by the State? If not, which seems likely, and 
is if New York State, remembering the lessons of its own history, should 
e choose not to apply its own toll, then the industries along our water- 

/ yays in New York will be at considerable advantage over competing 
n ; industries on other waterways in other States. 
g Shall we have a toll on the lower Hudson, which is improved and 
3- : maintained by the Federal Government, but not on the upper Hudson 

4 which is a State responsibility ? 
I { Shall the toll apply only to United States flag vessels? If so, our 
n I Canadian flag competition for the traffic between Canadian ports 
3- 7 and our east coast will have a new advantage over United States flag 
d vessels. Or shall the toll apply to the thousands of foreign-flag ships 
e of every Nation entering New York Harbor? This would invite re- 


4 ciprocal charges for the American merchant marine calling at any 
Is ; foreign port. 
Shall we have a user charge on Long Island Sound, which is cer- 


le tainly an inland waterway, but no user charge for the broad Atlantic 
on the south side of Long Island ? 

it ] These few questions will illustrate the mare’s nest of complexity 

st which the Interstate Commerce Commission would face upon en- 

8 q actment of laws to implement recommendation No. 8 of the Hoover 

it { Commission report on Water Resources and Power. 
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To solve these problems, as well as to determine the levels of user 
charges to be applied from time to time on the respective waterways 
would require establishment of an agency of Government far more 
powerful and omniscient than the Interstate Commerce Commission. 
Such action would be a major step toward the fully planned economy. 
It would be tantamount to the partial nationalization of all transpor- 
tation. 

On behalf of the New York,State Waterways Association, I thank 
you for this opportunity to be heard. 

Mr. Lipescoms. I would like to ask you about this New York State 
barge canal You indicate in your statement that there has been 
in excess of $22 million spent there on improvements. Was that 
through the Corps of Engineers? 

Mr. Wricur. The funds have been made available by Congress and 
have been spent by the State of New York. 

Mr. Lirscoms. Are there improvements as to docking and wharves 
along the canal ? 

Mr. Wricut. Yes, the one hundred and fifty-odd million dollars 
which was spent for improvement of the canal in 1908, completed in 
1918, did include some funds for the provision of terminal facilities, 
public terminal facilities 

Mr. Lirscoms. Maybe this is not a good example, then, but for 
instance in Milwaukee we found out that the Corps of Engineers 
takes care of dredging the harbor at Milwaukee, and then the city 
installs their own installations, wharves, docks, and other facilities. 
Then, when the ships come in and use those docks, the city of Milwau- 
kee charges a fee for the use of those docks. 

Now, do you consider that a user charge in one way ? 

Mr. Wricut. In that sense, the municipality is in direct competi- 
tion with private industry. It is quite customary for privately 
owned terminals to charge for their services, also. 

Mr. Lirescomps. I have been trying to clear this up in my mind: How 
do you distinguish between a user charge on the municipal facilities 
and the proposed Federal charge for the use of the lock, for instance? 
You say there should be no user charge on just the lock and the other 
maintenance and operations charges on the river. How does that 
differ from a user charge for the facilities in a harbor? 

Mr. Wricnt. In the sense that the benefits accrue to the public 
in the case of the toll-free waterway, but in the case of the terminal 
facility, on one hand it is a privately owned facility where a charge 
is made in order to pay it out, where in a public facility, to avoid 
competing directly with the private facility next to it, can justifiably 
make a charge for its services. 

Mr. Lirscoms. I am not making a case for the railroads, but isn’t 
that the case of the railroads and the waterways being in competition 
with each other? 

Mr. Wrieut. No, I would not say so. I would say it might very 
well be true if there was a means of controlling rail rates so that the 
low-value traffic could move by the most economical means it can take. 
Railroads have made their own case by choosing to compete with the 
waterways. The benefits of waterways as compared with railroads, 
with railroad costs of transportation, are passed on to the public. The 
carriers derive very little profit in comparison with the saving which 
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is passed: on to the consumer of the many commodities moved on the 
waterways. 

Mr. Scuerer. Except that you get a larger volume than you other- 
wise would get. 

Mr. Wrieut. I do not follow you, sir. 

Mr. Scuerer. Well, I will withdraw it. 

Mr. Liescoms. Going back to this theory with respect to municipal 
charges for use of the public-built facilities at a harbor, could you not 
have cheaper freight rates for the benefit of the taxpayers, along with 
your argument, here, if the city did not charge any amount for the 
use of the wharves and docks and so forth ? 

Mr. Wrieut. If the city made no charge for its facilities, pre- 
sumbaly the private facilities in the same harbor who have to make 
a charge for their services would go unused. 

Mr. Lirscoms. What is the difference between a private facility 
in a harbor and a railroad running alongside a river ? 

Mr. Wrieut. The significant difference is that the railroad can 
charge more in a place where it is not competitive, or where there is 
a lower cost transportation, and can suppress its rates when there is a 
more efficient means of transportation. 

Mr. Lirscoms. Does this theory that you argue against, of the 
river benefiting just a particular locality have validity, or should the 
costs of use of our inland waterways be charged to the whole United 
States because all of the people in the United States wduld have some 
benefit from it? 

Mr. Wricut. The closer one lives to the water, the more is his 
benefit. 

Two-thirds of the people reside in counties, at least half of which 
live within 50 miles of the waterway. 

Mr. Lirscoms. Did you or any of your association appear before 
the Hoover Task Force on Water Resources ? 

Mr. Wricut. Not to my knowledge. 

Mr. Lirscoms. Do you have any indication that other organizations 
were interviewed who had studied this question ? 

Mr. Wricut. No, I do not. 

Mr. Lirscoms. Thank, you, sir. 

Mr. Jones. Mr. Fred E. Luebbe, of the Cincinnati Chamber of 
Commerce. 


STATEMENT OF FRED E. LUEBBE, CHAIRMAN, TRANSPORTATION 
COMMITTEE, CINCINNATI CHAMBER OF COMMERCE 


Mr. Luesse. Mr. Chairman I would like to refer to my paper but in 
the interests of time I suggest it be filed with the committee. 

Mr. Jones. It will appear in the record and we will follow with 
interest what you have to say. 

(The statement of Mr. Luebbe follows :) 


STATEMENT OF FRED E. LUEBBE, CHAIRMAN, TRANSPORTATION COMMITTEE, 
CINCINNATI CHAMBER OF COMMERCE 


INTRODUCTION 


My name is F. E. Luebbe. The Cincinnati Chamber of Commerce is an incor- 
porated and cooperative not-for-profit association of approximately 3,000 members 
and represents the commercial and civic interests of the Greater Cincinnati area 
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which is composed of Hamilton County, Ohio, and Campbell and Kenton Counties, 
Ky., with present aggregate population in excess of 1 million. 

The transportation committee of the Cincinnatti Chamber of Commerce is com- 
posed of 17 individuals who represent a cross section of the industrial and com- 
mercial life of the Greater Cincinnati area. The committee is delegated by the 
board of directors to treat with all. matters pertaining to transportation which in 
any wise are of general interest to the membership. 

The Greater Cincinnati area contains in excess of : 


Retail establishments 
Wholesale .eutnbliaghnemts. ot sed. asks cole cence sects 
MONO ag hei i cnt etinla ih arc racncaaretiatee Si alia thie eis 


The figures given are based upon United States Department of Commerce survey 
except the number of manufacturers is from Directory of Manufacturers prepared 
by the chamber of commerce in 1952, revised in 1955. 

In the 1950 census Cincinnati proper ranked 18th among the largest cities in 
the United States with 503,998 population and considering its metropolitan area 
it ranked 15th in the United States. 

From its birth in 1788 Cincinnati has been transportation minded which is 
well illustrated by the fact that it built, and is the only city in the world which 
owns, a class 1 railroad—the Cincinnati Southern from Cincinnati to Chatta- 
nooga, Tenn.; and it is served by seven mejor railroads, radiating in all direc- 
tions, as well as by other modes of surface and air transportation, and not the 
least by numerous craft operating on the Ohio River. 


CINCINNATI AND THE OHIO RIVER 


In 1850 Judge Alphonso Taft, of Cincinnati, an outstanding individual in that 
period, stated in an address rendered in connection with the proposed construc- 
tion of the Cincinnati Southern Railroad: 

“Cincinnati owes her birth, as a mart of business, to the Ohio (River). Her 
prosperity has ebbed and flowed with the rising and falling of the river.” 

The remarks of Judge Taft represent the facts today as well as the day the 
earliest settlers floated down the Ohio River, and tied their rafts to the banks 
thereof at a place which ultimately became Cincinnati, the “Queen City of the 
West.” 


THE INFLUENCE OF THE RAILROADS 


It is unnecessary to go into detail as to the early development of Cincinnati, 
by reason of its location on the Ohio River, but it is of importance to say that 
with the coming of the railroads, starting with the construction of the Little 
Miami Railroad in 1846 and other railroads through the period to the 1880's, 
the standing of Cincinnati as the largest city west of the Alleghenies started 
its decline, as compared with other cities on the waterfronts, which is best 
illustrated by a comparison of the standings of the largest cities in the United 
States in 1870. 

THE STANDING OF CINCINNATI IN 1870 


The following shows the rank of the largest cities in the United States in 1870: 


Population Population 
. New York, N. Y 5. Baltimore, Md 267, 354 
. Philadelphia, Pa 6. Boston, Mass 250, 526 
7. Cincinnati, Ohio 216, 239 

. Chicago, Ill 


It is of interest to note that each of the above-named cities are located on the 
waterfront of the Nation, 2 (St. Louis and Cincinnati) on inland rivers, 1 on the 
Great Lakes, and 4 on the Atlantic Ocean. 
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ies, 1910 RANK OF LEADING CITIES 

om- In 1910 the Bureau of Census showed the rank of leading cities in the United 

om- q States as follows: 

the q Population Population 

bin 1. New York, N. Y__--_-_- 4, 766, 883| 8. Pittsburgh, Pa __-______ 533, 905 
TF SR, Bile nae 2, 185, 288} 9. Detroit, Mich... -- 456, 766 
8. Philadelphia, Pa. .--- 1, 549, 008 | 10. San Francisco, Calif.._._.£:‘¢6 416,912 
1‘ See... Gor, Uae lt ik. DUMEIO, IN. Bool 423, 715 
5.. Boston, PAGS. +. 670, 585 | 12. Milwaukee, Wis__.----- 378, 875 
6. Cleveland, Ohio_____-_- 560, 663 | 13. Cincinnati, Ohio__..-___ 363, 591 

vey 7. Baltimore, Md___-.---- 558, 485 

red It is of importance to note that the largest cities in the United States were 

} throughout all history located on the waterfronts and it is pertinent to note that 
in 3 in 1910 only 2 cities of the 13 largest were located on the Ohio River, such being 
rea q Pittsburgh, Pa., and Cincinnati, Ohio. St. Louis, on the Mississippi River, was 


the only other city not located on the Atlantic or Pacific Oceans or the Great, 
is j Lakes. 


ich 7 Of special importance is the fact that Cincinnati had dropped from 7th to 
ta- 13th place in the standing of the largest cities of the United States from 1870 
ec- to 1910. 

the The year of 1910 was selected for the above comparison by reason of the 


fact that such was before the installation of locks and dams on the Ohio River 
to provide for a 9-foot river stage. 


TONNAGE ON THE OHIO RIVER BEFORE THE 9-FOOT STAGE 























lat ; 
1c- 7 The lock and dam system on the Ohio River providing for a 9-foot stage was 
started in 1911 and completed in 1929, but prior to the construction of such there 
ler was a large and important tonnage on the river as may be demonstrated by 
consideration of the coal tonnage moving downstream to Cincinnati as the 
he 4 following tabulation shows: 
ks nil gaa igh ae SEL ep | 
he Pi , 
ttsburgh Kanawha Huntington 
area | River W. Va. Total tons 
2, 106, 416 Wis 955 ae 2, 843, 259 
ti, 4, 174, 376 B06 GOD hciitas onde 4, 978, 401 
at , 299, : Qf 9 Slice 3, 370, 805 
‘ 4, 101, 190 CGM tices cine 5, 023, 190 
le 2, 172, 329 1, 240, 680 }.........--- 3, 413, 000 
s, 2, 575, 539 1, 176, 300 60, 000 3, 811, 839 
od 2, 228, 891 , 000 247, 000 3, 440. 891 
1, 852, 000 1, 276, 540 345, 000 3, 473, 540 
st 983, 164 1, 205, 530 327, 000 2, 516, 364 
ad Oe 1, 322, 700 522, 546 1, 845, 246 
Woon coerce a Bn iat aU Reac bist tat bk pace arden ata 933, 856 1, 270, 492 2, 204, 348 
Wo 5 ne ek SS LO, SE sda 1, 272, 168 1, 767, 091 3, 039, 259 
| 
D: 
* TONNAGE ON THE OHIO RIVER AFTER THE 9-FOOT STAGE 
54 1 After locks and dams 
26 q Z ahi : of Take oe 
0 K vha | H 
Year River ° a ne on,! Total tons 
le 7 <i AN thet lb siento we 
1e 060 Wri a Se oe 1, 297, 471 1, 938, 604 3, 236, 075 
iii «(6 Re eS Ae ea ee 1, 896, 078 2, 478, 072 4.374, 150 
Alii Baceues: sedis. Gp. c.g 3, 714, 793 2, 522, 287 6, 237, 080 
Ei hendlcdie Pasig 8 eae Sgkt Eines meeetesl 1, 942, 820 3, 673, 231 5, 616, 051 
ee ce eet onan, costae ees 1,166,728 | 3, 263, 628 4, 430, 356 
1, 108, 4, 720, 200 5, 828, 442 


Source: Corps of Engineers, U. 8. Army. 
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While there has been an increase in the movement of coal to Cincinnati since 
1929, when the locks and dams on the Ohio River were in complete operation, 
yet the above statement shows that in 1896 the volume exceeded 5 million tons. 
In the meantime there have been a number of developments which have contrib- 
uted to the increase, such as (1) an increase in the population of the Greater 
Cincinnati area, and (2) a substantial movement of river-rail or rail-river coal 
to points beyond Cincinnati little of which can be credited to the locks and dams. 


1950 CENSUS STANDING OF LARGE CITIES 


By 1950 Cincinnati had dropped (from 7th in 1870 and 13th in 1910) to 18th 
in the standing of population of the largest cities in the United States. Con- 


sideration of the cities with a greater population than Cincinnati indicates their 
locations as: 


Located on— 
Number Number 
of cities of cities 
Mississippi River 
Ohio River 


Aside from Cincinnati, of the 17 cities with greater population in 1950, only 
2 would be subject to tolls under the proposed legislation, that is, Pittsburgh 
and Minneapolis, since no such penalty would be expected on tonnage to or from 
Great Lakes or ocean ports. 

These lakes and ocean-front cities have taken over, as it were, in many lines 
of industry at the expense of inland cities or even cities located on or adjacent 
to the Ohio River, and it is only necessary to cite the case of commercial blast 
furnaces in the Hanging Rock (Ohio) district where 18 commercial blast fur- 
naces with producing capacity of more than 1 million tons operated until the 
(1920's, whereas today only 2 such commercial furnaces are in operation and 
those 2 produce a special type of pig iron using fuel of a character found only 
in the vicinity of the furnaces. Sixteen furnaces found it impossible to con- 
tinue in competition with the lake-front furnaces. 


WATER INFLUENCE ON THE FREIGHT RATE STRUCTURE 


It has long been recognized that the tonnage handled by water has influenced 
the freight rate structure of, for example, the railroads and as early as 1912 
the Interstate Commerce Commission so found in Taylor v. Norfolk € W. Ry. Co. 
(613-617), which was reaffirmed in 1941 in Silverton Supply Co. v. Norfolk & 
W. Ry. Co. (245 1. C. C, 519-522), when the Commission said: 

“The effect of water competition on the Cincinnati rates was recognized many 
years ago in Taylor v. Norfolk & W. Ry Co. (25 1. C. C. 613), wherein the Com- 
mission stated that the Cincinnati rate ‘is controlled by the competition of other 
coalfields, and even more directly by the large movement to that point by water.’ ” 

The situation with respect to coal to Cincinnati is only representative as is 
to be noted from other decisions of the Interstate Commerce Commission, as 
for example, the Commission entered into a general investigation in 1922 of 
the class rate structure within, to, and from, the Southern States under docket 
No. 13494, Southern Class Rate Investigation (100 I. C. C. 513) and in its 
review of the situation stated at page 520: 

“Some of the early railroad lines formed links between the waterways or 
acted as feeders, but more often they were competitors and the fight for traffic 
became acute. The result was that the cities upon the coast or inland navigable 
waters were given very low rates, while a much higher level prevailed at interior 
points less favorably situated.” 

These cases are simply representative of the influence water movements have 
upon the land rate structure and many like examples could be cited. 


NAVIGATION AIDS PROVIDED BY THE GOVERNMENT FOR WHICH TOLLS OR CHARGES ARE 
NOT PROPOSED 


I will leave it to others to direct attention to the aids of navigation which 
have been and are provided by the Federal Government on the oceans, Great 
Lakes, and other waterways, but it is of general knowledge that such exist 
and I do not understand that the proposed legislation would cover any toll or 
other charge for the use thereof. 
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CONCLUSION 


The opposition of the Cincinnati Chamber of Commerce to the imposition of 
tolls on inland rivers is based upon: 

1, The serious disturbance of the existing rate structure on many commodities. 

2. The tendency to destroy vast investments of industry in river facilities. 

8. Depreciate the possibility of locating industries on the Ohio River as com- 
pared with other waterfront locations. 

4. The fact that such would be unduly discriminatory to inland rivers since 
no such tolls would apply for use of harbor facilities or other necessary naviga- 
tion aids on the lakes or oceans. 

5. Violation of Northwest Territory Ordinance of 1787 as reaffirmed by act 
of March 8, 1909, under which the rivers were forever to be free of tolls or 
other operating charges for use thereof or any facility constructed for the benefit 
of navigation. 

Mr. Lurper. My name is F. FE. Luebbe. I am a resident of Cincin- 
nati, Ohio. I am appearing as chairman of the transportation com- 
mittee of the Cincinnati Chamber of Commerce. My appearance is in 
the interests of expressing opposition to the proposal for user charges 
on the inland waterways. 

The transportation committee of the Cincinnati Chamber of Com- 
merce is composed of 17 individuals who represent a cross section of 
the industrial and commercial life of the Greater Cincinnati area. 
The committee is delegated by the board of directors to treat with all 
matters pertaining to transportation which in anywise are of general 
interest to the membership. 

Cincinnati owes its origin to the Ohio River. It also owes its devel- 
opment to the position or the rank of the largest city west of the 
Alleghenies, in the period of 1870. At that time, Cincinnati ranked 
seventh among the cities of the country, in size. With the develop- 
ment of the railroads and the development of the deepwater ports, 
Cincinnati lost ground from the standpoint of rank. 

In 1910, it ranked 13th in size in the United States. By 1950, it 
ranked 18th. 

In order to dispel any thought that the building of locks and dams 
in the Ohio River was responsible for the heavy movement of traffic 
on the Ohio River, I would like to cite some figures taken from sta- 
tistics of the United States Corps of Engineers, which indicates there 
were vast amounts of tonnage which moved on the river prior to that 
time. 

For instance, in 1884, coal tonnage alone totaled approximately 
2,900,000 tons. In 1896 there were more than 5 million tons of coal 
which moved on the Ohio River. 

In 1928 there were 3 million-plus tons. In 1945, 5,600,000 tons. In 
1953, 5,800,000 tons. 

While there has been an increase in the movement of coal to Cin- 
cinnati, in 1929, when the locks and dams on the Ohio River were in 
complete operation, yet my statement shows that as far back as 1896, 
the volume exceeded 5 million tons, a figure not surpassed until 1940. 

In the meantime, there have been a number of developments which 
have contributed to the increase, such as an increase in the population 
of the Greater Cincinnati area, and a substantial movement of river- 
rail or rail-river coal to points beyond Cincinnati, little of which can 
be credited to the locks and dams. 

My reference to the standing of Cincinnati, its rank among the 
larger cities of the country, is to indicate that with the coming of the 
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railroads, the development of the railroads, and the development of 
the deepwater ports, that a lot of the trade and industry followed. 

I refer to that also because there is an inference, at least, in the Hoo- 
ver report that there is to be no disposition of coal at the deepwater 
ports or on the Great Lakes, that it is to be confined to the inland 
waterways. 

Among the first 18 cities of the country, only 2 of them are located 
on the Ohio River: Cincinnati and Pittsburgh. St. Louis and Minne- 
apolis are the other 2 cities which would bear the brunt and the effect 
of the imposition of tolls, as compared to industry in the other major 
cities of the country. And, of course, our industries would be affected 
accordingly. 

Mr. Jenkins. Does your statement show the disparity in the traffic 
in these different cities? You say 2 or 3 of these cities will bear the 
burden. Do you have figures in here on that ? 

Mr. Luxsse. No dollar figures; no, sir. But merely indicate that 
since the Hoover report only refers to totals on the inland waterways, 
that those cities, Cincinnati, Pittsburgh, St. Louis, and Minneapolis, of 
the first 18 or so major cities of the country, would be the ones which 
would bear the impact. 

Mr. Jones. How do you draw the conclusion that the Great Lakes 
are an exclusion from recommendation No. 8 ? 

Mr. Luesse. Frankly, I thought they were. Am I mistaken? 

Mr. Jones. On page 81: 


EcONOMIC JUSTIFICATION AND EVALUATION OF NAVIGATION PROJECTS 


The broad picture of our inland waterways is, first, that the Great Lakes sys- 
tem, when completed, will connect great cities along 2,000 miles, as far west as 
Duluth, with the Atlantic. The second is the great Mississippi River drainage 
system, which over 1.500 miles—east and west—connects cities from Pittsburgh to 
Omaha, and over 1,500 miles—north and south—connects Minneapolis, St. Paul, 
and Chicago with the east and west system, and New Orleans, on the Gulf of 
Mexico. 

I am afraid I do not find anything in the discussion prior to the 
actual recommendation itself which would lead me to believe that 
we would exclude these navigation maintenance and operations proj- 
ects on the Great Lakes, because the seaway itself will have tolls under 
the acts of last year. 

Mr. Luersse. I appreciate there was some reference to the seaway. 

Mr. Jones. Of course, it will be excluded because it has tolls. 

Mr. Luesse. I did assume from the recommendation that the assess- 
ment of tolls was being recommended only for the inland waterways, 
exclusive of the Great Lakes ports. 

Mr. Jones. I would like for you to show it to me. I have not been 
able to see it. We got into that discussion the other day, and I have 
searched high and low. 

Mr. Louesser. I am sorry, I do not have it before be, but as I read 
it I gained that assumption. 

Mr. Lipscomn. J did feel as you do now, but when we were up around 
the Great Lakes, they straightened me out on that. They just insist 
that it includes them. 

Mr. Jenkins. The plan and movement of traffic across the years 
ought to be pretty good proof as to what it is going to be in the future. 
If you are drawing your conclusions from that in the movement of 
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traffic and so forth, I think you have a pretty good argument and it 
might work out for a long time and it won’t reach these lake cities, 
and so forth. 

Mr. Jones. And you do not want to be reached, do you ¢ 

Mr. Lursse. No, sir; I do not. 

Mr. Jones. You go right ahead. 

Mr. Luesse. I would like to point out that many of our industries 
in Cincinnati undoubtedly selected Cincinnati as a site for their busi- 
ness with the idea that they would have the benefit of low-cost water 
transportation. Historically, at least, they were given a promise to 
the effect that there would be no impositions of tolls such as we are 
talking about that would increase their cost of water transportation. 

To sum up the statement, the opposition of the Cincinnati Chamber 
of Commerce to the imposition of tolls on inlands rivers is based on— 

1. The serious disturbance of the existing rate structure on many 
commodities—having reference to the effect which water transporta- 
tion has on the rail-rate structure. 

2. The tendency to destroy vast investments of industry in river 
facilities. 

3. That it depreciates the possibility of locating industries on the 
Ohio River as compared with other waterfront locations. 

4. The fact that such would be unduly discriminatory to inland 
rivers since no such tolls would apply for use of harbor facilities or 
other necessary navigation aids on the lakes or oceans. 

Isum it up in that way, but I may not be just right. 

5. Violation of Northwest Territory Ordinance of 1787 as reaffirmed 
by act of March 3, 1909, under which the rivers were forever to be 
free of tolls or other operating charges for use thereof or any facility 
constructed for the benefit of navigation. 

Mr. Jones. Thank you very much. 

Mr. Scuerer. The chamber of commerce here is not opposing any 
other recommendations made by the Hoover Commission in its water 
resources report ? 

Mr. Luesse. I know of none. However, I am not in a very good 
position to know whether they are opposing. 

Mr. Scuerer. So far as you know, they have taken no position on 
any of the other recommendations ? 

Mr. Luesse. None that I know of. 

Mr. Jones. You do know the position the national chamber of 
commerce has taken on the recommendations ? 

Mr. Scuerer. Which recommendations ? 

Mr. Jones. All the recommendations. 

Mr. Lueese. I understand they look with favor on all the recom- 
mendations. 

Mr. Jones. Do you know the position taken by the junior chamber 
of commerce ? 

Mr. Luepse. No, sir; I do not. 

Mr. Jones. I think that organization, too, has endorsed all the 
recommendations of the Hoover Commission, which includes the 
water resources and power. 

Thank you, very much, Mr. Luebbe. 

Mr. Scuerer. Does the national chamber report. favorably on 
recommendation 8? 
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Mr. Jones. It is my understanding that they have adupted a resolu- 
tion approving all of the recommendations of the Hoover Commission. 

Mr. Arthur Stephens. We are glad to have you with us today, 
Mr. Stephens. 


STATEMENT OF ARTHUR M. STEPHENS, TRANSPORTATION DIREC- 
TOR, EVANSVILLE CHAMBER OF COMMERCE, EVANSVILLE, IND. 


Mr. Srepuens. Thank you, sir. 

I have a statement which is brief enough for me to read, because 
I have a few amplifying remarks. I would otherwise submit it as 
a statement. 

I will go ahead and read the statement as quickly as possible and 
ampilfy it as I go along. 

Mr. Jones. Would you like to summarize it ? 

Mr. Streruens. Could I dothat? Perhaps I could read certain por- 
tions of it; yes, sir. 

Mr. Jones. All right. 

Mr. SrerHens. I am appearing for the Evansville Chamber of 
Commerce and the Mead Johnson Terminal Corp., at Evansville, Ind., 
which is one of the largest public terminals on the inland waterways 
system. 

* Polar to my position with the Evansville Chamber of Commerce, I 
was chief traffic analyst with the TVA at Knoxville, Tenn., and I 
have given considerable study to the impact of freight rates on river 
transportation movement. 

On page 2 of this statement, I indicate that the tolls proposal per- 
sists as a threat to the economy of the Ohio River Valley, despite the 
fact that its deletion 

Mr. Jonrs. Excuse me for just one moment. I hate to interrupt 
you. Mr. Jenkins has to go and we have been very interested in your 
testimony and I wanted to see about the schedule. 

Colonel, do you plan to be in the city tomorrow ? 

Col. Joun L. Person (Ohio River Division, U. S. Corps of Engi- 
neers, Cincinnati, Ohio). Yes, sir; I will be here. 

Mr. Jones. Mr. Jenkins has an appointment he just has to keep. 
He was most anxious to hear your testimony. If it is convenient with 
you to come back tomorrow, we will appreciate it, because I know 
other members are equally anxious to hear you. 

Colonel Person. I will be happy to be here. I will be here all 
day tomorrow. 

Mr. Jones. Now, Mr. Stephens, it is just the two of us. 

Mr. Sreruens. All right, sir, I will read the first paragraph on page 
2 of this statement, and then I will summarize some of it without 
reading too much of it, because it is self-explanatory and I believe 
some of it is repetitious in principle, if not in figures. 

At the top of page 2, I indicate that the tolls proposed persists as 
a threat to the economy of the Ohio River Valley, despite the fact 
of its deletion from the earlier Cabinet Committee’s report on na- 
tional transportation policy matters. For this reason we must em- 
phatically and consistently oppose, once again, the imposition of tolls 
or user charges for use of our inland navigable waterways in the 
transportation of persons or property. 
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The damaging effects of the water transportation are really more 
apparent than they are real, and the recent review of the many fourth 
section applications which have been filed with the Interstate Com- 
merce Commission by railroads for relief from the long- and short- 
haul provisions have had on account, in order to meet water competi- 
tion—the reports I have read indicate that the favorable consideration 
of those Selinedican is largely in the minority. 

Just recently, in the last few days, we had a statement from the 
Mead Johnson Terminal Corp. at Evansville indicating that, effective 
November 30, the railroads are going to reduce the rates on sugar 
from New Orleans to Evansville and to other Ohio River cities in 
substantial amounts. 

In other words, they propose to make the rail rate 53 cents, New 
Orleans to Evansville, as against the present rate of 61 cents. 

Now, there is a water cost of 51.35, which includes a 3 percent trans- 
portation cost, and a 5 cents per hundred pounds handling charge. 

In other words, after November 30, the Mead Johnson people tell 
me that they will be at least 6 cents under the rail rate and that they 
will lose approximately 30,000 tons of sugar, which has heretofore 
moved by the barge lines into Evansville. 

Now, I have had occasion in the last 2 days to look into some tonnage 
figures of traffic going into and out of Evansville, and instead of being 
on the increase in the last 3 years, it has been showing a slight decrease. 

In the statement which is appended to this general statement which 
I am making, it shows that in 1952, inbound and outbound tonnage 
in and out of Evansville was 1,401,000 tons. 

In 1953, the inbound-outbound tonnage aggregated 1,371,369 tons, 
and I find the figures for 1954, which were given to me by the engineers 
several days ago, are approximately 1,295,000 tons, so there is a grad- 
ual decrease in the inbound and outbound tonnage at Evansville, Ind. 
Whereas, through the port just west of Evansville—Mount Vernon— 
tonnage has increased about 300 percent due to a heavy movement of 
coal from the upper reaches of the Ohio River, going to the United 
States Sugar Co. via Mount Vernon, Ind., and the Chicago & Eastern 
Illinois Railroad. 

Now, all of this information which is indicated in the statement 
here points up the fact that it is not so much the water tonnage which 
should be restricted in the effect of waterway tolls and that the carrier 
should be given an added advantage by the imposition of waterway 
tolls, as it is a question of how much the water carriers can stand in 
this regulatory policy, in this new transportation policy, and the Com- 
mission permitting the railroads to meet this competition at will if 


they can prove the rates they are proposing are compensatory and 
will enable them to compete with water carriers. 

In many instances, and in some of the cases I have reviewed where 
my interests were the prime movers, we found that the study of the 
level of rates of the railroads by the methods and the forms used at the 
time were much lower than the cost of transportation by rail. 

Now, I have a citation. I have a number of fourth section cases. 
They are too lengthy and it is not my point to burden the record with 
the detail. 


One involved the Tennessee River in 1931—235 Interstate Commerce 





Commission 115. I recall in the report on that case, the late ICC 


70818—56—pt. 8——5 
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Commissioner Esmond paid his respects to the sharp practices of the 
railroads at that time in meeting water transportation, which he 
stated at the time was aided and abetted and fostered by the taxpayers 
of the United States. 

In further support of the fact that these conditions which are alleged 
by the railroads, and of which this is one phase of their general effort 
to get a new transportation policy designed to give them better com- 
petitive advantages, we find in the 66th Annual Report of the Inter- 
state Commerce Commission for 1953, page 20, it indicates there that 
including the Great Lakes ini nel: that is pretty heavy traflic— 
that the total, the percentage total—the percentage of the total traffic 
handled, intercity traffic, public and private, and all kinds of trans- 
portation, was 14.97, by water carriers, and the balance of them had 
appreciable percentages. The railroads, at the time, 54.91. 

n the subsequent report, the Commission in its annual report for 
1954, paid its respects to the situation with which we are confronted 
here, by virtue of the attempt to impose water tolls. 

At page 19 of the 68th Annual Report of the ICC, the Commission 
indicated : 

Water carriers and others urge further waterway improvements with special 
emphasis on the need for rehabilitation and expansion of Ohio River facilities. 
As in other years, there have been numerous sharply contested proposals for re- 
duction in rail rates with attendant relief from provisions in the fourth section. 
Some reduction of water rates and other effort of the water carriers to adjust 
according to their interests. 

There were water-carrier complaints about the level of certain rail-switching 
charges, et cetera. Competitive relations between localities prompted two com- 


plaints against water-carrier rates. The many rate questions which arise out 
of water transportation in this area— 


that is, the Ohio Valley— 


indicate the potency of the water competition. On the other hand, industrial 
and other developments in the area have provided certain traffic for rail and 
motor carriers as well as for water carriers. 


The Commission then added emphasis to that throughout the balance 
of their report. : 

So, in the final analysis of the studies which have been made locally— 
and I want to say that Evansville is just one small locality crying out 
in the wilderness of commerce and industry, the same as others, and 
while we represent some of the major industries of the country, most 
all of them are drawing their raw materials through the Evansville 
port and they are vitally concerned and have expressed themselves and 
they have so authorized me to make these statements on their behalf, 
as members of the chamber of commerce. 

Now, we tried to get some of the industries to appear here and 
indicate their specific complaints. 

Mr. Jones. Do you know whether Mr. Ruthenberg, of Servel, is 
going to be here? 

Mr. SrerHens. I do not think Mr. Ruthenberg has been, frankly, 
of much help tous. He has indicated he has certain misgivings about 
certain general aspects of the Hoover task-force recommendations, but 
that he felt in this matter of toll charges, when you consider the rapid 
development of the Ohio Valley and the fact that the tonnage will 
never reach the proportions to justify the expected results of an im- 
position of tolls, that he feels in that respect a general statement to the 
effect that there is rapid development in the Shio Valley—and when 
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you refer to it as the Ruhr of America, we think that is an understate- 
ment. We think it is more than that. And so much of this industry 
is new, SO much money is invested, that one fell swoop of a congres- 
sional act imposing these tolls—and some of these figures I have 
seen—— 

Mr. Jones. Do you know whether Mr. Ruthenberg joins you in your 
opinion about the imposition of tolls? 

Mr. SterHeEns. I might say this, he does in respect to tolls, but in 
all other respects to the report that you have spoken of, he is in favor 
of it, because he is a free-enterprise man and 1s well known through- 
out the valley. 

Mr. Jones. But he is not free enterprise when it comes to navi- 
gation ? 

Mr. SterHens. Well, he qualifies that. He does not think it is free 
enterprise. His qualification is that you are dealing with a natural 
resource there that was already there and was not manufactured for 
the purpose of oe competition. 

aa Jones. It is public property; is it not! 

Mr. SrepHens. Yes. 

Mr. Jones. It is developing public property for use of Servel Co. 

Mr. StepHEns. To secure raw materials, that is right. 

Mr. Jongs. He is for that, as long as Servel enjoys it? 

Mr. Steruens. Well, that might imply that he is, too— 

Mr. Jones. You tell Mr. Ruthenberg that I am terribly disappointed 
that he did not come, because I certainly wanted to have the oppor- 
tunity to meet him and have him express, among other things, 
the statements attributed to him about TVA and other public 
developments. 

Mr. SrerHens. I might say his company is not doing so well in 
Evansville as you probably know. Whether it is due to some of the 
policies, I do not know, but they are vitally concerned, and have so 
supported their representations and advocated the opposition, such as 
it 1s, in the form of the statement I present. 

Mr. Jones. Thank you very much, Mr. Stephens. We appreciate 
your very fine statement, and I appreciate the fact that you cited those 
decisions. 

Mr. Scuerer. May I ask a question, Mr. Chairman ? 

Mr. Jonzs. Yes, sir. 

Mr. Scuerer. Much of the Evansville Chamber of Commerce is 
not opposed to any of the other recommendations of the Hoover Com- 
mission in this particular report, are they ? 

Mr. Steruens. The Evansville chamber has not analyzed other pro- 
visions. That is being taken up by the Indiana State Chamber of 
Commerce and their action will most likely be ratified by the Evans- 
ville Chamber of Commerce. 

Mr. Scuerer. The State chamber has not taken a position ? 

Mr. Steruens. As far as I know, no. 

I will say this, that the Transportation Association of America— 
which represents a cross section of all the various agencies in trans- 
portation—does have a reservation in here to the effect that the water- 
way panel in that association has never come to any agreement. When 
rthe question of public aid came up, they made the statement they did 
not want wateway traansportation involved in this public aid discus- 
sion insofar as tolls are concerned. 
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Mr. Jones. Thank you, very much. 
(The statement of Arthur M. Stephens follows :) 


STATEMENT OF ARTHUR M, STEPHENS, TRANSPORTATION Director, EVANSVILLE 
CHAMBER OF COMMERCE 


Mr. Chairman and members of the committee, my name is Arthur M. Stephens, 
a resident of Evansville, Ind. I am a regional vice president of the OVIA and 
transportation director for the Evansville Chamber of Commerce. I am appear- 
ing for the Evansville organization; also, for the Mead Johnson Terminal Corp., 
of Evansville, Ind., which provides a fully coordinated river-rail-truck terminal, 
warehouse, and open yard storage, complete facilities for all stages of distribu- 
tion. The river-rail terminal is a building 285 feet long by 110 feet wide, all 
under canopy for complete protection of operations which, in 1954, handled 
190,000 tons of both inbound and outbound waterborne freight. The warehouse, 
directly connecting with the terminal, is a brick, steel, and concrete structure 
containing 100,000 square feet of floor space, and one of the largest of its kind on 
the inland waterways system. The attached pictorial description of this terminal 
is self-explanatory. 

At a meeting of the Ohio Valley waterways committee of the Evansville Cham- 
ber of Commerce on April 7, 1955, that organization, by resolution subsequently 
approved by its board of directors, unanimously reaffirmed its unalterable oppo- 
sition to tolls or charges for the use of the Nation's waterways, recording its con- 
viction that improvement of the waterways is in the public interest benefiting all 
the people, also reaffirming its adherence to the historie policy of the United 
States that its waterways shall be public highways—forever free of tolls and 
charges of any kind whatever. 

The tolls proposal persists as a threat to the economy of the Ohio River Valley, 
despite the fact of its deletion from the earlier Cabinet committee’s report on 
national transportation policy matters. For this reason we must emphatically 
and consistently oppose, once again, the imposition of tolls or user charges for 
use of our inland navigable waterways in the transportation of persons or 
property. 

The responsibility of the Federal Government, with respect to such inland 
navigable waterways, both from the standpoint of the Constitution and its in- 
terpretation in practice, is identical with that relating to all of the coastal regions 
and fresh and salt water harbors of the Nation. Any change in this traditional 
policy or limitation upon the full scope of this historic Federal responsibility is 
detrimental to the public interest. 

If the purpose of the waterway tolls proposal is to protect the rail carriers 
from subsidized competition by water carriers, we should say that the railroads 
need no such protection. We know, by experience with many rail rate proposals 
before the Interstate Commerce Commission, that the existing regulatory pattern 
gives the railroads competitive advantages which far outweigh any advantage 
that the water carriers may have by reason of the fact that the Federal Govern- 
ment has borne the cost of waterway improvement, and that the railroads, in 
particular, have used these competitive advantages effectively to retain much of 
the traffic they now enjoy that might otherwise have moved over the inland 
waterways. Because of this fact, and the further fact that most of the inland 
river navigaion improvements are relatively new, water traffic is not in position to 
pay user charges and survive. 

In discussing competitive conditions as between water carriers and the rail- 
roads, it must be borne in mind that the water carriers on the inland rivers can 
reach only a limited number of localities and are, therefore, in a position to 
handle only a small percentage of the Nation’s traffic, and that the vast bulk of 
the traffic is carried by the railroads. The railroads have a great volume of 
traffic for which water carriers do not and cannot compete. Almost every 
pound of traffic carried on the inland rivers, on the other hand, moves in direct 
competition with some one or more railroads, It follows that the barge lines 
must obtain from their competitive traffic rates sufficiently high to cover out-of- 
pocket costs plus a reasonable contribution toward their overhead, plus some 
profit. The railroads are under no such comparison. They can, and do as a 
matter of considered policy, reduce their rates on water competitive traffic far 
below the levels which they maintain on traffic that is not water competitive and 
make up the difference by charging higher rates on other traffic. Any study of 
rail rates will demonstrate that the rates on water competitive traffic are far 
below the level of rates maintained elsewhere for the same commodity. When- 
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ever a water movement develops, the railroads reduce their rates, if it is at all 
possible, to a low enough level to keep the traffic on the rails, obtaining relief 
from the provisions of section 4 of the Interstate Commerce Act, if such relief 
is necessary to accomplish the desired end. The situation is not unlike that 
which would exist if a chainstore sold at or below cost at a location in which it 
had a serious competitor until such time as it drove that competitor out of 
business and made up the loss by charging higher prices in areas in which it had 
already a monopoly. 

BARGE LINE TRAFFIC NOT MATURE 


The modern improved waterways are in their infancy. Practically all of the 
modern canalized channels have come into being within the past 25 years. Traffic 
development in its modern phase, therefore, is in its initial stage. During World 
War II, a shortage of barges existed and the development of traffic did not really 
get underway until 1947 or 1948. In 1929, when the original canalization project 
was completed on the Ohio River, 22 million tons of freight were being moved 
annually; at the present time, tonnage moved on the Ohio River is at the rate of 
about 64 million tons a year. Barge transportation has many disadvantages as 
compared with rail. It is slower and must move in quantities which exceed the 
demands of the ordinary shipper. Furthermore, the shipper has become used to 
rail transportation and the waterway operator who seeks to develop traffic on the 
river must overcome a tremendous force of inertia. In the development stages 
which now exist, the barges can compete only where the shipper can use barge- 
load quantities and where there are savings which are substantial, demonstrable, 
and beyond the power of the railroads to destroy. As traffic develops on the river 
and shippers become accustomed to water transportation, they can reasonably be 
expected to turn to water transportation where the savings are less, and to 
exercise ingenuity to take advantage of such savings as may be available. 

Premature imposition of tolls, however, could so reduce the margin of savings 
as to kill off the traffic development now underway. This would be the inevitable 
consequence if tolls were imposed while at the same time the railroads were left 
free to employ every weapon presently at their command to kill off water before 
it could really get started. The results would be many and far reaching: In the 
first place, many regions would be deprived of the benefits of water transporta- 
tion, which were one of the principal factors that led Congress to authorize im- 
provement of the rivers. Industries that are dependent on water transportation, 
as in the Evansville area where there are eight other private terminals for 
handling grain, automobiles, petroleum, scrap iron, sand and gravel, would not 
establish themselves or grow, and the economy of many regions in the valley 
would suffer. In the second place, the investment of the Government in the 
waterways for navigation improvement would be wasted. In some respects the 
position of the waterways is not unlike that of the railroads in their period 
of development when Congress assisted them with substantial land grants which 
helped them to pay their way. At this stage of waterway development, tolls 
plus free use by the railroads of their existing competitive weapons are more 
than the waterways can be expected to bear. 


EVANSVILLE’S INDUSTRIAL GROWTH AND ITS IMPORTANCE AS A PORT CITY 


Why are Evansville interests concerned with possible damage to the com- 
munity’s commercial and industrial economy from the imposition of user charges 
on the inland waterways system? 

The plant expansions in Evansville since 1951 have been made at a cost aggre- 
gating approximately $27 million. The city’s greatest natural asset is the Ohio 
River. It is a ready source of water supply, and the inherent competitive ad- 
vantages made possible by water shipments make Evansville and the vicinity a 
profitable area for plant locations. The Evansville 30-county trading and market- 
ing area of nearly 700,000 people in Illinois, Indiana, and Kentucky, within a 
radius of 125 miles, known as the Tri-State area in these parts, is one of compact- 
ness and geographical advantage. This marketing and trading area is well 
balanced in industry, commerce, and agriculture, and embraces the growing and 
important port cities of Henderson and Owensboro, Ky., and Mount Vernon, Ind., 
through which latter port some 114 million tons of ex-river coal from West 
Virginia were handled via the Chicago & Eastern Illinois Railroad during 1955, 
and used for metallurgical purposes by steel mills in the Chicago industrial dis- 
trict. During 1953, 1,668,318 tons of petroleum products were shipped by water 
from Mount Vernon, Ind., and 86,922 tons of waterborne traffic were received, 
including the initial movement of 18,618 tons of coal. 
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In the city of Evansville, Ind., there are 194 manufacturing enterprises of 
wide variety. About half of the total employment is in manufacturing plants, 
many of which are drawing their raw materials (iron and steel, sheet, plates, 
rods, angles, and bars) by water from the Pittsburgh area. These local manu- 
facturers and processors include such national concerns as: Servel, Inc., and 
Whirlpool-Seeger with its late $2,250,000 expansion program almost completed, 
and manufacturing refrigerators and appliances, and other products for national 
defense. Also included are: Faultless Caster Corp., Chrysler Corp., Interna- 
tional Steel Co., Bucyrus-Erie, George L. Mesker Steel Co., and several smaller 
manufacturers and distributors such as the Orr Iron Co., Ohio Valley Hardware 
Co., R. W. Bootz Manufacturing Co., and the Bernardin Bottle Cap Co. The 
other inbound waterborne traffic consists of cast-iron pipe for the natural-gas 
lines and oil production in the Evansville Tri-State area. The outbound move- 
ment of waterborne traffic consists of automobiles, grain, and scrap iron which, 
with the inbound traffic, aggregated a total of 1,401,700 tons in 1952, and 1,371,369 
tons in 1953, detailed more fully in the appendix hereto. 

It is noteworthy that industrial investors in this area increasingly point to 
the availability of plentiful industrial water and low-cost river transportation 
as reasons for their choice of this river area and its tributaries between Louis- 
ville, Ky., and Cairo, Ill. Just recently the Southern Indiana Gas & Electric Co. 
completed a $10,500,000 powerplant just east of Evansville, and the Yankee- 
town Dock Corp., near the powerplant just named, operating 10 miles of private 
rail facilities from the southern Indiana coal mines has already begun to move 
coal from the Boonville and Victoria collieries, that will presently amount to 
2 million tons of coal per annum, with a planned stepup to double that tonnage 
within the next 10 years for both producers. 

In conclusion, we want to emphasize a fact this record shows, and one the 
competitive rail carriers overlook. The future prosperity and expansion of 
the rail lines in this area and the entire Ohio River Valley as well depends upon 
the future wellbeing and expansion of the entire economy in this area. The 
record here, and that generally of the postwar years, clearly attests to the im- 
portance of low water costs of transportation in building new industries and 
markets in the Ohio River Valley. This expansion, in turn, if continued will 
create millions of tons of new traffic for the railroads. So it is, we feel, that 
any restriction against the waterways, either to impose user charges or to give 
other forms of transportation a competitive advantage, penalizes the shipping 
and consuming public most of all, and destroys all enterprise incentive where 
it is needed the most. 


APPENDIX 


Port of Evansville, Ind., Ohio River barge freight in tons for the years 
1952 and 1953 


1952 
Commodities 


Inbound Outbound 


Iron and steel products....................-...- 34, 903 39, 055 
OE GORENG. ois. decals anauitbadeses«ndiwebe Sf Eee eens 
PEE... cicciccuconachagoeusweconsannenel.  _.| smn ibeadiemages 
SN 6« snslalabsckeroutescid betdenne shin pan diae sane. «ouketihe ae 
CU OG GWE. on ick din ab aicd WE TED Woden wc best 
OGNNG | AsacntinccrbtibethadnchkasnadheGudAe thane wee Sadat ck dial veel 
GD. ci. ninapnneoneadqmanantnwtwepsuntdiutia adhesin cnddeine diets 
PR ncidsdncncsceqnocasenuimcnameien 46, 900 166, 170 


DORR 6inssnnnsecenenvansssonesnneensannnvcn 1, 196, 475 205, 225 
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(The following letter and memorandum were received from Mr. 
Stephens :) 


EVANSVILLE CHAMBER OF COMMERCE, 
Evansville, Ind., November 17, 1955. 
Hon. Rosert BE. JONEs, 
Chairman, Subcommittee on Government Operations 
House of Representatives, Washington, D. C. 


Dear Mr. JoNes: This refers to my appearance before your committee in 
Cincinnati on November 9, at which time I presented a statement and some 
incidential discussion concerning the position of the interests I represented in 
definite opposition to the proposed waterway tolls on the inland waterways 
system. You know, of course, that I appeared for the Mead Johnson Terminal 
of Evansville, Ind., and the Evansville Chamber of Commerce. 

At the outset of my presentation to your committee, I made reference to the 
recent development which threatens the barge lines with the loss of some water- 
borne sugar from New Orleans, La., to Evansville, Ind., due to the small differ- 
ential that will remain as the result of certain rail rate reductions to become 
effective November 30, 1955. 

I am attaching a memorandum of rail versus barge rates on sugar which 
reflects a differential of $1.684 or 8.42 cents per hundredweight savings by using 
barge or water transportation. 

On the surface, this appears to be ample enough to retain the business for the 
water carriers; however, it is just the contrary. As an example, inventory can 
more easily be obtained and controlled in ordering replenishment in 40-ton lots 
as compared to 500-ton lots; also transit time is a great factor for rail service 
from New Orleans, La., to Evansville, Ind., is 6 days as compared to an approxi- 
mate 18 days via barge which is arrived at as follows: 


Daye 
a i  cremscinietiheihineentnerinenenteiasetiniandhineeaibeiatistial 2 
Oa iat ccna tinea chen tincedtncn nemmubedibiedappiliieiblntstiacatiieas 12 
Ul ERT res et CN ce 2 
Soy nt ih aad Sin easel heen 2 





este ah ae Ec) os ee ee eed ae 18 


The above is very close scheduling at best for no time is allotted for lay time 
at the loaded barge at origin waiting for tow departure. The 12 days’ transit 
time is approximate transit time of the tow. 

When this new rail rate becomes effective, Mead Johnson Terminal Corp. will 
definite lose western Kentucky sugar tonnage currently moving through Evans- 
ville, as there would be no advantage whatsoever because the barge differential 
is inadequate to permit truck movement beyond the port. Also, Evansville 
buyers that have heretofore used barge and trucks from the barge terminal will 
no longer avail themselves of barge service due to insufficient differential or 
savings and will divert to rail movement. 

In this letter, I am merely attempting to amplify the general statement con- 
cerning the overall differential on sugar I referred to in the previous statement 
and in this letter. Therefore, it is to be hoped that you will find it consistent 
to accept this written statement for your record as something pertinent and sup- 
plementary thereto. 

Very truly yours, 
ARTHUR M. STEPHENS, 
Transportation Director. 
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Memorandum of rail carload versus bargeload rates on sugar from New Orleans, 
La., to Evansville, Ind. 


Cost per 
net ton 
Rail carload rate, minimum 80,000 pounds, effective Nov. 30, 1955, 61 
cents’ per hundredweight, plus 3 percent transportation tax, or 62.83 
cents per hundredweight—less 2 percent cash discount, or 61.57 cents 
nna INR a $12. 314 
Bargeload rate f. o. b. barge at origin to in rail car or on dock at Evans- 
Vinee, 5G, soins Gee et CORN Se ade $7, 820 
Plus ex parte 175 increase 15 percent___-__.___-__-_--_----- tt BATE 
RS a ES Se OLE a ee joe Se 
Plus 3 percent Federal transportation. tax__._-.___-_.--------- 270 
si ndinesaaIeath ds pt RRs a tec ceeieecenahoce un tbaeoaet tin owe 9. 263 
Barge loading charge assessed by refineries direct to consignee 
(not qumbesen om fale theieee ke cee 1. 00 
I a aaa catia ae ean De aa 10. 263 
Local switching charge at Evansville, Ind.*: From river terminal 
to consignee on single line switch : 
$14.25 plus 3 percent transportation tax or $14.68 per car, 
Se tee MIee, WON te se okt. cae baka a . 367 
NI NG ING RE ame ch ik etre ke eet ecg berpned mi J satinss’ Oe Oe 
ee Geren: Ber Wee 1. 684 


1 Not subject to ex parte 175 increase. 
2 Where consignee on double line switch add 1 switching charge and decrease differential 
proportionately. 


Prepared by Mead Johnson Terminal Corp., Evansville, Ind., November 8, 1955. 


MEAD JOHNSON TERMINAL Corp., EVANSVILLE, IND. 


Serving industry and shippers in the heart of the Nation, where 
waterway, railway, highway meet—river-rail-truck terminal, ware- 
housing, pool-car distribution, open-yard storage 


THE MOST MODERN AND COMPLETE RIVER, RAIL, TRUCK TERMINAL AND WAREHOUSE 
IN THE UNITED STATES, 75 MILES FROM THE CENTER OF POPULATION 


The 600-mile radius about Evansville, Ind., encompasses a rich market of some 
75 million people—nearly half the population of the Nation. This area, repre- 
senting a predominant mass of your market, is placed within quick and economical 
access from Evansville through the Mead Johnson Terminal Corp. facilities. 

At this favorably located spot, Mead Johnson Terminal Corp., under one roof 
and under one management, provides a fully coordinated river-rail-truck terminal, 
warehouse, and open-yard storage—complete facilities for all stages of 
distribution. 

The river-rail terminal is a building 285 feet long by 110 feet wide all under 
canopy for complete protection of operations. 

The warehouse, directly connecting with the terminal, is a brick, steel, and 
concrete structure containing 100,000 square feet of floor space. 

All are completely equipped for efficient handling of commodities of every 
description. 

The varying services required by businesses and industries are quickly and 
efficiently performed by supervisory and plant personnel thoroughly trained and 
experienced in all phases of distribution. 

Hundreds of the Nation’s industries and businesses—large and small alike— 
utilize this unique combined operation for more effective and economical distri- 
bution of their products. 
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FACTS ABOUT MEAD JOHNSON TERMINAL 


Established in 1930. 

Complete facilities located directly on the Ohio River at Evansville, Ind., right 
in the heart of the Nation. 

More than 9 acres of ground area devoted exclusively to terminal and warehouse 
distribution services. 

Served by all barge lines operating on the Ohio River. 

Direct connections with C. & E. I, and L. & N. Railroads, with reciprocal switch- 
ing between all carriers serving Evansville. 

Completely equipped for efficient and speedy handling of all commodities. 

Daily perpetual inventories maintained for all accounts, available at a mo- 
ment’s notice. 


Experienced personnel exercise utmost care in the handling of every kind of 


merchandise. 
HIGHLIGHTS FOR SHIPPERS 


Served directly by C. & E. I. and L. & N. Railroads. 
Reciprocal switching between all carriers serving Evansville. 
Three switch tracks—64 car spottings. 

Served by all barge lines operating on the Ohio River. 

Tug service and mooring space for more than 20 barges. 
Canopy protection at all loading-unloading points. 

Two 10-ton overhead electric cranes. 
One-hundred-thousand-square-foot steel, brick, and concrete warehouse. 
No floor load limit. 

Average ceiling height—20 feet. 

250 foot truck docks under canopy. 

Fork lift truck fleet, completely palletized. 

Fully sprinklered. 

Autocall waterflow alarm. 

ADT supervised watch service. 

ADT manual fire-alarm system. 

Insurance—11.4 cents per $100 value per annum. 

United States port of entry. 

Custom bonded storage. 

Distribution to all points by major trucklines. 


RIVER-RAIL TERMINAL 


This modern and complete 285-foot-long river-rail terminal is completely 
covered by a cantilevered canopy which provides cover for 2 barge slips, 2 
switch tracks, and 18,000 square feet of dock space. This permits simultaneous 
barge loading and unloading—with a continuous flow to and from the terminal, 
switch tracks, warehouse, truck docks, and open-yard storage area. The 2 
barge slips are served by 2 traveling overhead electric cranes, each equipped 
with two 5-ton hoists. These 10-ton capacity cranes each run on separate tracks 
the full 285-foot length of the building from barge slips to rail sidings and to 
the warehouse. 

The 2 switch tracks serving the river-rail terminal supply working space for 
55 rail cars, 6 of which can be accommodated at the same time under the canopy. 
The terminal is served jointly by the C. & E. I. and L. & N. Railroads with free 
reciprocal switching between all rail carriers serving Evansville. 

The river-rail terminal, with space for 20 barges, provides stevedoring and 
tug services. 

WAREHOUSING AND OPEN-YARD STORAGE 


The 100,000-square-foot, brick, steel, and concrete building is a 1-story struc- 
ture with no floor-load limit. The warehouse rail siding accommodates 14 car 
spottings. The 650-foot loading dock serving this siding, has 8 entrances into 
the warehouse and is completely covered by a canopy for maximum protection. 

Two hundred and fifty feet of motortruck docks wonder canopy are served by 
20 doors from the warehouse. 

Careful, speedy, economical handling is assured by the two 10-ton overhead 
electric cranes and a fleet of modern 1,000- to 10,000-pound-capacity forklift 
trucks. 
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The Mead Johnson Terminal Corp. warehouse is fully sprinklered and is heated 
by thermostatically controlled blower-type unit heaters. An Autocall waterflow 
alarm, ADT watch service, ADT manual fire-alarm system combine to give a 
low insurance rate of 11.4 cents per $100 value per annum. 

United States custom bonded storage permits making duty payments on 
imported merchandise as goods are withdrawn. 

Four acres of open yard storage space are readily accessible to river, rail, and 
truck transportation. The area is served by several switch tracks with a total 
spotting capacity of 15 cars. The ready availability of the open-yard storage 
area to all modes of shipping—plus a 25-ton crane—provides quick and efficient 
receipt or delivery of materials. 


POOL CAR DISTRIBUTION 


Pool car and pool truck distribution for a broad geographic area is a major 
activity of the Mead Johnson Terminal Corp. Every facility for careful handling 
and expediting of shipments is available. 

Adequate working space is maintained for swift and efficient distribution. 
Large doors to the extended truck docks, under canopy, for cargo protection, 
speed up handling. Numerous trucks can be loaded simultaneously. Daily 
service to all overnight points in a 300-mile radius assures prompt delivery. 

In addition, the Mead Johnson Terminal Corp. provides such supplementary 
services as accounting, stenciling, marking, reporting marked weights, recooper- 
ing and reconditioning. Handling, storage, and transportation charges can be 
rendered in one bill, if desired. 

Mr. Jones. Mr. Hudson Biery, executive vice president of the Ohio 
Valley Improvement Association. 


STATEMENT OF HUDSON BIERY, EXECUTIVE VICE PRESIDENT, 
OHIO VALLEY IMPROVEMENT ASSOCIATION, INC., CINCINNATI, 
OHIO 


Mr. Brery. Mr. Chairman, my statement is not as formidable as it 
looks. I have several exhibits. 

My name is Hudson Biery. I am the executive vice president of 
the Ohio Valley Improvement Association, Inc., an organization that 
has been interested in navigation, flood control, and water conserva- 
tion since 1895. 

Mr. Scuerer. And may I say, one of Cincinnati’s outstanding citi- 
zens, and an authority on rivers, river pollution, and transportation. 

Mr. Jones. Mr. Biery, you are qualified. You may proceed. 

Mr. Brery. Our offices are located in Cincinnati. I am also a com- 
missioner for the State of Ohio in the Ohio River Valley water sani- 
tation comes, which is composed of eight States—New York, Penn- 
eee Vest Virginia, Ohio, Kentucky, Virginia, Indiana, and 

linois. I am appearing today in behalf of the first-named organiza- 
tion. I am filing a list of the officers and trustees of the association I 
ee identified as “Exhibit A.” 

roposals for tolls on inland waterways seem to arise from two 
principal sources, (1) those who honestly believe tolls would be a 
roper factor in our economy as a means of raising revenue for the 
overnment. They think the beneficiaries of the navigation facili- 
ties should pay for their use, presumably on the theory that these 
facilities are not of value to the whole Nation, and (2) those who 
would weaken and destroy the navigation facilities for the purpose 
of advancing the selfish interest of competing forms of transportation. 

My remarks will be directed toward the first category. Other wit- 
nesses will cover the lack of understanding and the inaccuracies of 
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the task force and the Hoover Commission with respect to the impo- 
sition of tolls on an economy that has flourished for 150 years with- 
out them. das 

Many of the recommendations of the Hoover Commission are sound. 
It is most regrettable that one phase of the report, the tolls recom- 
mendations, should necessitate opposition to that part of the Hoover 
report and — hurt some of the good things recommended in it. 


It is like a basket of fine apples. I operate an orchard, and I know 
how easy it is to pack a bushel of top-grade apples and then find 1 or 2 
rotten ones in the basket a few days later. It is a matter of human 
judgment. You think they all look good when you put them in but, 
if your judgment is faulty, 1 or 2 will certainly turn bad with the 
test of time. 

The Hoover Commission picked at lot of good apples. It could 
hardly be right about them all. 

Now, let’s go back to those who think tolls should be imposed on 
river traffic as a source of revenue. We start with the original capital 
investment made by the Federal Government in Ohio River locks and 
dams since 1824. It adds up to almost exactly $150 million spread 
over 125 years. That is about one and a quarter million a year. 

We turn now to another important figure. During the past 5 years, 
industrial expansion of the Ohio Valley has amounted to somewhere 
between 8 and 10 billion dollars. We file exhibit B tabulation showing 
the names of firms and cities in which they are located, totaling 
$7,600,000. These are the firms of which we have fairly accurate 
records. We know the list is not complete, and the real total may be 
much nearer $10 billion. That is the figure used by the Federal Re- 
serve bank. 

Why did these industries locate in the Ohio Valley? The answers 
all start out the same way. “We wanted to be near the Ohio River,” 
or, “We had to be on the river,” or, “We wanted to have the benefits of 
being near a great river.” 

There were two principal reasons why most of these firms wanted 
to be near the Ohio River. In this valley, navigation facilities in- 
fluence low basic transportation rates of all forms; river, rail, pipeline, 
and highway. 

Second, the river provides a bountiful and dependable supply of 
water, available in large volume partly because of the year-round 
9-foot stage and the possibility of still more capacity with high-level 
dams. Of course, there are several other good reasons, but these are 
the most important. 

Before going thoroughly into the revenue facts, we projected some 
imaginary figures on the probable tax-producing capacity of the 
Ohio Valley. We said, “Suppose this $8 billion of industrial expan- 
sion paid a property tax of just 1 percent into the Federal Treasury. 
This would produce $80 million a year, or more in 2 years than the 
total capital investment made by the Government in Ohio River locks 
and dams during 125 years.” 

This was a nice comparison but it was just a figment of imagination. 
What were the real facts? They were not hard to find and the In- 
ternal Revenue Department, through the Department of Commerce 
supplied them. Remember now, we are discussing tolls as a means of 
producing revenue. 
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I am going to show you that the Government is producing far more 
revenue without tolls than it could ever hope to produce with them. 
We have added up the corporation taxes paid into the Treasury by 
Pennsylvania, Ohio, West Virginia, Kentucky, Indiana, and Lllinois. 
We have then calculated that portion of these taxes which have flowed 
into the Treasury from the Ohio Valley portions of these States. On 
the basis of area, the percentage is 58 percent, but this might not be 
iair, so we tried it on a basis of population. That figures 45 percent, 
so we will use that. 

Translated into dollars, we found that the flow of corporation taxes 
from the Ohio Valley into Federal Treasury for 1 year, 1954, amounted 
to $2,585,700,000. When the navigation system was just about com- 
plete in 1927, the total tax flow from Ohio Valley corporations was 
only $137,238,750. By 1949, it had grown to the fabulous figure of 
$1,481,767,550. 

Let us remind you again that the capital costs of the navigation 
facilities up to 1950 was only $150 million spread over 125 years. 
Would it be wise to upset this booming Ohio Valley economy with an 
unpredictable adventure that would certainly disturb its whole basic 
rate structure and possibly jeopardize the priceless water supply that 
has contributed so largely to its development? Does anyone believe 
that rate structures would not be revised | That competition between 
little business and big business would not undergo readjustment ? 
Does anyone think that rate adjustments on coal or steel or chemicals 
or oil or freight rates would be downward with the imposition of tolls ? 

Can we pluck the tail feathers from the noble goose that lays these 
golden eggs for the Treasury and expectther to maintain an even keel 
in such troubled waters ? 

When our forefathers wrote the ordinance that carved the States 
from the Northwest Territory they said the Ohio River should be an 
open highway—forever free. Are we wiser than they when we seek 
to change the rules on our $8 billion worth of new industry established 
since 1950 ? 

Just a few more thoughts and I will close. We have a fearless press 
that says what it thinks. What does it say about tolls? Here is what 
it thinks, and it has never seen the tax presentation I have given this 
committee. 

On October 8, 1955, the Cincinnati Enquirer said: 


The real threat of river tolls is to the whole economy of the Ohio Valley. 
The Cincinnati Times-Star on October 10, 1955, said: 


If their raw materials must cost more because of higher transportation charges, 
they must charge more for their product, and that means not only the Ohio Valley 
but people throughout the country would be paying higher prices. 


A few days later, the Times-Star said : 


But once the free use of the river terminates, the delicate balance between 
various forms of transportation would be upset and industry would suffer 
drastically. 


Said the Post-Dispatch of St. Louis, on October 6, 1955: 


Rate discrimination which in effect is what the railroads are asking permission 
to practice—historically has been used, not just to meet competition but to 
destroy it. 
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Not content with its earlier expression on tolls, the Enquirer, on 
October 15, 1955, reporting on Reynolds Metals’ plans for a new $168 
million plant “somewhere in the Ohio V alley” made this prediction: 

The economic blight of the Ohio Valley that would result from the imposition 
of Federal tolls on river traffic is scarcely a debatable matter. 

The far-inland Columbus Dispatch on October 2, 1955, closed a stir- 
ring editorial with this significant statement : 

What finally is done about these growing pains of the Ohio will be of great 
interest to every resident of central and southern Ohio. 

Down at Louisville, the Courier-Journal said on September 22, 
1955: 

Industry springing up because of the river represents billions of dollars in new 
investment, has created thousands of new jobs and has brought a new prosperity 
to cities along the river’s course. 

a the same chorus we find the Evansville Courier on October 

, 1955, with this: 

More and more, people of Evansville are beginning to recognize that their 
economic future is tied to the development of the Ohio River. 

Mr. Chairman, I would like to file in the record a facsimile of the 
newspaper editorials from which I have quoted, identified as exhibit C. 

It has been the purpose of my testimony to emphasize the vast flow 
of taxes generated by the favorable industrial atmosphere of the Ohio 
Valley, that influence which attracts investment pital into new 
enterprises and to expand old ones. Few of us are capable of truly 
analyzing or digesting the present distribution of created wealth. 
When we speak of the 2 » billions of Ohio Valley corporation tax, we 
have failed to point out that much of this take is in the 52 -percent 
bracket and that much of the remaining 48 percent of earnings is also 
distributed for further taxing as personal income, some of it in even 
higher brackets. 

I should not close this testimony without referring to the fact that 
personal income and social-security taxes from Ohio Valley paid into 
the Federal Treasury for 1954 res iched the amazing figure of $2,350,- 
965,050. Much of this tax flow represents the wages and dividends 
paid by the same corporations that directly paid in the 21% billions. 

I could continue for a long time to point out the utter impractica- 
bility of a workable system “of collecting and determining tolls, but 
such a discussion would be worse than academic. There are so many 
good reasons why we should not have tolls that there is no reason to 
worry now how we might assess them if we did have them. It would 
require a small army of accountants working three tricks a day. 

If all of the tax flood figures I have presented were incorrect, and if 
imposition of tolls could be justified under any queer development of 
our economy, and if we had not encouraged our industries to grow 
and expand along with the Nation under policies established in 1787, 
and, even if it were ethical and in harmony with American tradition 
to change the rules in the middle of the game, and now assess tolls on 
the beneficiaries of the navi igation system, who would pay the tolls? 

The Hoover Commission thinks the nav igation facilities benefit only 
a few interests—easy to tag—the barge lines, coal, oil, steel, ¢ hemice als. 
These are all only intermediate steps in a vast system of fabrication, 
manufacture, production, and distribution. 
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Coal is 50 percent of the total tonnage. Coal is power, and power 
is sold to homes and industries under fuel adjustment rates. hen 
coal costs go up, power goes up. When it comes down, the consumer 
benefits—not the coal company or the power company, or the barge 
line. You can apply the same principle to steel, and oil, and chemicals, 

Then, if someone has to pay, who are the beneficiaries that should 
pay? Obviously, it is the ultimate consumer at the end of the line. 
But he is paying now through his taxes, and that is right where the 
charge belongs. 

But he is getting a big lift on his taxes through the tremendous flow 
of money into the Treasury brought about by the very production 
and manufacture of the goods he consumes. Add tolls anywhere alon 
the line and you pyramid further taxes on the ultimate customer, an 
the very problems of assessment and collection of tolls would prac- 
tically consume them. 

Now, this industrial expansion has proceeded at such a rapid rate 
that you can hardly keep up with it unless you have a clipping service 
which reaches all of the newspapers. 

After I had compiled my testimony, I came across an editorial from 
the Courier Journal from which I did not quote, and it pointedly 
develops one of the facets which thus far has not been used in the 
testimony before this committee, and with your consent, I would like 
to read that particular paragraph and file it with my testimony as 
exhibit D. This is a column editorial. I shall read but one para- 
graph: 

In the first place, if the river is modernized only as fast as toll collections 
will permit, the river will never be able to meet the demands of our growing 
industrial community. Furthermore, if a boat must pay a toll for a 4-mile trip 
during which it uses locks—and many boats going between Louisville’s upper 
and lower harbors do just this—should not a boat making a 30-mile trip without 
locks pay a charge also? And if a towboat must pay for use of the river, must 
not also pleasure boaters, and sportsmen, and industrial plants, and cities, and 
towns who use the water for drinking? 

It is an excellent editorial, which goes into many factors, such as 
rehabilitation of the entire navigation facility of the Ohio River, and 
I think it will form a valid part of the record. 

I have one more editorial to which I would like to refer, clipped from 
the Paducah Sun-Democrat of November 1, in which we find this 
significant statement: 

The Calvert City industrial area is being developed by a number of major com- 
panies along a well-thought-out plan extending over a decade or more. Thus, 
the Pennsalt additions announced in October are a part of that developing story, 
in the recording of which all of western Kentucky has a justifiable pride. 

A day later, on November 2, the Pittsburgh Post-Gazette, at the 
openers end of the Ohio Valley, had an editorial, referring to the fact 
that the Cleveland Electric Illuminating Co. is planning a big power- 


plant on the Ohio River between Wheeling and Steubenville. I will 
only read one sentence from that editorial : 


That project and Cleveland’s Electric’s move to build along the Ohio hold much 
promise for this region—a region rich in coal and blessed with rivers to haul it 
cheaply. In the next decade the eastern Ohio River may well become the site 
of several new powerplants and also of new industries attracted by the power 
rates. 


I would like to add that editorial with the one I have just referred 
to from the Sun-Democrat of Paducah as exhibit E. 
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The Ohio Valley is making a vast contribution to the whole economy 
of the Nation. 

Mr. Jones. Do you read from an editorial now ? 

Mr. Brery. No; I am coming back to my own testimony. I am 
closing my testimony with this statement : 

The Ohio Valley is making a vast contribution to the whole economy 
of the Nation under the system as it is. Let’s keep it that way. 

Thank you, gentlemen. 

Mr. Jones. You have given us an interesting statement. 

Without objection, the editorials and exhibits will be made a part 
of the record. 

(The documents referred to follow :) 


Brery ExuHrsit A 
OFFICERS OF OHIO VALLEY IMPROVEMENT ASSOCIATION 


Harry M. Mack, president 
Kenneth M. Lloyd, secretary-treasurer 
Hudson Biery, executive vice president 


NOMINATIONS TO THE BOARD OF TRUSTEES 


Nominations for 3-year term 


Walter C. Beckjord, president, Cincinnati Gas & Electric Co., Cincinnati, Ohio 

David Cocks, vice president, Standard Oil Co. (Kentucky), Louisville, Ky. 

Harry Bb. Dyer, president, Nashville Bridge Co., Nashville, Tenn. 

J. H. Hillman, Jr., president, J. H. Hillman & Sons Co., Pittsburgh, Pa. 

John E. Laughlin, Jr., counsel, National Steel Corp., Weirton, W. Va. 

John T. Rimstidt, executive vice president, Interstate. Finance Co., Evansville, 
Ind. 

John J. Rowe, president, Fifth Third Union Trust Co., Cincinnati, Ohio 


Nominations for 2-year term 


E. H. Dorenbusch, general traffic manager, Armco Steel Corp., Middletown, Ohio 

Kenneth M. Lloyd, secretary-treasurer, Mahoning Valley Industrial Council, 
Youngstown, Ohio 

Harry M. Mack, president, Neare, Gibbs & Co., Cincinnati, Ohio 

John McGhee, general manager, Island Creek Fuel & Transportation Co., Hunt- 
ington, W. Va. 

<7 EK. Reed, manager, marine department, Wheeling Steel Corp., Wheeling, 

. Va. 

David Wright, president, Lake Tankers Corp., New York, N. Y. 

Walter F. Schulten, vice president, Pittsburgh Consolidation Coal Co., Pitts- 
burgh, Pa. 


Nominations for 1-year term 


Joe B. Bates, attorney, private practice, Greenup, Ka. 

Alex S. Chamberlain, vice president, Ashland Oil & Refining Co., Ashland, Ky. 

David H. Conklin, director of sales, petroleum chemicals division, E. I. du 
Pont de Nemours & Co., Wilmington, Del. 

M. C. Creditor, president, West Virginia Coal & Coke Corp., Cincinnati, Ohio 

Lowell L. French, president, Union Barge Line Corp., Pittsburgh, Pa. 

A. N. Prentice, vice president, Ohio Power Co., Canton, Ohio 

Armin Willig, vice president, American Barge Line Co., Louisville, Ky. 
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Brery EXxHisit B 


Totals of announced investments.of $1 million or more for new industries or 
expansions on or near navigable streams in the Ohio Valley since Jan. 1, 
1950* 





New plant |Plant expansion 














investment investment Total 
I diate tieaaitaniniaiia aioe selietkne $231, 300, 000 $4, 585, 000 $235, 885, 000 
es sbrieeriiidtindersenebp tasted cee-careel BOR MOS | ok nccnced «ane 197, 000, 000 
DI hd, 5 ae CO an awn abet eegentsearns . ‘ 295, 800, 000 | 3, 000, 000 298, 800, 000 
RBUURER YS « 3) ndsd- see peoedanh sheen bheneehebion ...---| 1,930, 490, 000 290, 540,000 | 2 2, 221, 030, 000 
8 Been ee: beau acbeexeess a ee 298, 700, 000 | 3 2, 112, 400, 000 
OE ike nano ckntione vin Waemiigd neh 323, 000, 000 549, 705, 000 872, 705, 000 
Tennessee... .-..--.-------.- pe eseneneccesenencpages 495, 000, 000 635, 500,000 | 4 1, 130, 500, 000 
Pees Thin bdacswe sah dddacunse sch stecde lates 361, 700, 000 | 180, 400, 000 542, 100, 000 
Guaeeth. 3.5 50.055-55 ene | 1, 962, 430,000 | 7, 610, 420, 000 
' 

* ‘ 

1 Excludes public works and schools. m 

2 Includes $959 million atomic-energy plant and $240 million for TVA powerplants at Paducah. i 

* Includes $1,219 million atomic-energy plant near Portsmouth. mn 

‘ Includes $500 million for expansion of atomic-energy plant at Oak Ridge. 
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Brery Exurisit C 
[From the Cincinnati Enquirer, Tuesday, September 27, 1955] 
FULL CIRCLE OF THE RIVER 


Latest project put forward for further improvement of the Ohio River is 
through modernization of lock and dam No. 41 at Louisville. This has been 
approved by district and division engineers and also by the Army’s Board of 
Engineers for Rivers and Harbors. 

It now must be approved by the Secretary of the Army, the Bureau of the 
Budget, and finally by Congress. Cost of the Louisville project is estimated at 
about $53 million. This is somewhat more than the cost of the new lock and 
dam at New Cumberland, but rather less than the price tag on the Greenup and 
Markland Dams. 

The rapid fall of the Ohio at Louisville has been a problem for many years. 
When the river was first used for flatboats and keelboats in the opening of the 
West, the falls of the Ohio at Louisville was the one really serious barrier 
to navigation—aside from the extreme low water in dry seasons before any dams 
were built. It was in 1820 that Congress first authorized improvements at 
Louisville. And before 1830 a dam and lock were built and opened to traffic. 

A century later, in 1929, the lock and dam system throughout the 981 miles of 
the Ohio was completed, with a minimum 9-foot stage. Now, with vastly ex- 
panded traffic, standards are higher. The three high-level dams now under con- 
struction, and the improvement at Louisville, if authorized, will lengthen pools 
and speed navigation materially. 

It is to be hoped that the modernization of dam 41 will be approved all along 
the line at Washington. The falls of the Ohio River was the first bottleneck on the 
Ohio, a century and a half ago. Now we have come full circle, and Louisville 
again will be the most serious bottleneck, once the three authorized high-leve! 
dams are completed. 


[From the Cincinnati Enquirer, October 8, 1955] 


River ToLtts—ANpb You 


We have heard a good deal here in Cincinnati in the last few days about the 
threat of toll charges on the barge traffic of the Ohio and Mississippi Rivers. 
The strong protests are from individuals interested in river shipping, men who 
have been attending the convention of the Ohio Valley Improvement Association. 
They are acting properly in defense of their own large interests. 

It would be quite wrong, however, to think that the main argument against 
river tolls lies in the fact that they would injure the barge lines, their owners, 
managements, and employees. The real case against river tolls lies in what they 
would do to the whole population of the Ohio Valley. 

The largest field of the best coal in the United States spreads over West Vir- 
ginia, western Pennsylvania, Kentucky, and southeastern Ohio. And coal is 
today, as it has been for a century and more, the backbone of industry. That 
coal can be brought to cities and their industries along the Ohio at remarkably 
low cost, by river barge. That is why Cincinnati has strikingly low electric 
rates—a great advantage to individual householders, but an even greater advan- 
tage to industries in the area. 

During and since World War II, the Ohio Valley, including the Cincinnati 
area, has enjoyed a truly spectacular industrial growth. Anyone who wants 
to see the most important single reason for this has only to drive out to any 
promontory overlooking the river and watch the tows of coal and other bulky 
products moving up and down the river. 

This great artery of commerce is limited to a few bulky commodities of low 
value per ton—aside from automobiles, a special case. Yet these commedities— 
coal, oil, steel, lumber, chemicals, building materials—are stuff of life for the 
industry of our valley. 

The river trade today is many times greater, in tonnage, than it was in the 
so-called golden age of steamboats a century ago. And it is just as important 
to the complex, specialized industrial economy of this region today as it was to 
the pioneer corn-hog economy of 100 years back, when Cincinnati was a lusty, 
growing pork-packing and whisky-distilling metropolis. 
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Tonnage tolls on the barge traffic of the river would be painful for the ship- 
ping companies engaged in the river trade. But that is not important, except 
to them. The real threat of river tolls is to the whole economy of the Ohio 
Valley. For that economy has been built—over 150 years—on the free use 
of a river which is the greatest natural resource of the region. 


[From the Cincinnati Times-Star, October 10, 1955] 


THREAT TO THE VALLEY 


Next month a House subcommittee will hold hearings on a subject of vital 
concern to the Ohio Valley—the question of imposing tolls for use of the inland 
waterways. 

This proposal was made by the Hoover Commission with the argument that 
the present system of Government maintenance of navigation facilities consti- 
tutes “special privilege.” But no attention was paid to the effect which such a 
drastic change would have on the economy of the whole Nation. 

The particular position which the Ohio Valley enjoys as an industrial area is 
based on river transportation. Bulk shipments of coal and oil can be made 
cheaply by barge and thus enable great industries to locate here. If their raw 
materials must cost more, because of higher transportation charges, they must 
charge more for their product and that means not only the Ohio Valley but 
people throughout the country would be paying higher prices. 

This is only one of the many points that can be raised in rebuttal. Another 
is that the delicate balance now existing among all forms of transportation, 
based on present river costs, would be disrupted, with inevitable unfortunate 
results and nationwide repercussions. 

Free use of the Ohio is a tradition going back to a guaranty written into the 
Ordinance of 1787. Time and again Congress has refused to change that policy. 
There is no adequate reason for changing it now. 


[From the Cincinnati Times-Star, October 4, 1955) 


WATCHDOG OF THE RIVER 


For more than half a century the Ohio Valley Improvement Association has 
been keeping its eyes on the river and working for everything that is best for 
the Ohio Valley. Tuesday it held its 60th annual meeting and an imposing list 
of speakers were on hand. 

What the speakers said was important, but the problems facing the association 
are even more so, The OVIA worked for the canalization of the Ohio. It 
backed the fight against pollution, and it has thrown its weight into many other 
activities. 

But river matters, like the river itself, are forever shifting their currents. 
Today the new high-level dams are a major project. And lurking in the back- 
ground is the threat of tolls on river traffic. The Ohio Valley Improvement 
Association has an opportunity to render even more service to the valley and, 
judging by its determination, it is not going to rest on its oars. 


It HAPPENED HERE 
(By George P. Stimson) 


RIVER MATTERS 


Residents of this area were given at least two warnings by speakers at the 
meeting of the Ohio Valley Improvement Association. There is a growing 
scarcity of water and this valley is not exempt. Also, the Hoover Commission 
proposal to impose tolls on river commerce is far from dead. 

Because of river floods, Cincinnatians are prone to forget the ground-water 
problems. The water table has been steadily falling and many industries de- 
pendent upon wells for water are worried. Something will have to be done. 

As for tolls, most thinking people in the valley regard that scheme as a real 
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threat to the whole economy of the region. On paper the charging of tolls for 
the use and maintenance of navigation facilities sounds all right. But once the 
free use of the river terminates, the delicate balance between various forms of 
transportation would be upset and industry would suffer drastically. 


{From the St. Louis Post-Dispatch, October 6, 1955] 


THE GREAT RAILROAD DEBATE 


Should the railroads be freed of some of the existing Federal regulation, to let 
them undersell competing forms of transportation when they can? 

This question is being raised with more vigor than in many a year. Its answer 
will affect the pocketbook of every consumer of transported goods and the fu- 
tures of whole industries, including the millions of jobs they represent. 

In July of last year President Eisenhower created a Cabinet Committee on 
Transportation Policy and Organization, headed by Secretary of Commerce 
Weeks. That committee’s report was made public last April. 

These recommendations were considered in preliminary hearings by a House 
Commerce Subcommittee last month, and are expected to become the basis of 
one of the great national debates in Congress when that body reconvrenes. 

One of the most significant innovations proposed by the committee would 
“suspend the requirement that prior approval by the Interstate Commerce Com- 
mission must be obtained before a railroad can establish a rate charging less for 
longer than for shorter distances over the same line in the same direction.” 

This would reopen the way to the abuses on the part of railroads which fired 
the Populist and Granger movements of the last quarter of the last century. 
Western farmers and tradesmen saw railroads placing their localities at a bur- 
densome disadvantage by charging more to haul freight there than to the distant 
seaboard where there was competition. 

The ICC already offers the railroads relief from the long-and-short-haul clause, 
as it is called, whenever necessary to meet (but not quash) competition. Is 
more than that desirable? Do we want to go back to wildly discriminatory 
rates which meant life for one section of the country and death for another? 

Another major innovation proposed by the Cabinet Committee would limit 
to 3 months the time during which the ICC can suspend a new rate. At present 
such suspensions may be continued indefinitely. No doubt the railroads have 
a good case when they say that the competitive value of a new rate has often 
been dissipated by the time long suspensions are over and it finally becomes 
effective. 

But if the ICC were compelled by an arbitrary time limit to end its suspension 
regardless of whether or not it were through considering the arguments for and 
against the proposed new rate, its regulation would become perfunctory. Expe- 
ditious handling of requests for new rates is unquestionably desirable. But 
pe not the better way be to augment the ICC staff so that it could do its work 

aster? 

The Cabinet Committee has based its general case for reduced regulation on 
what seems a fallacy. It says regulation was necessary when the railroads 
were a monopoly but now the railroads have ceased to be a monopoly. 

The case for regulation, however, rests on a broader base than that. Rate 
discrimination—which in effect is what the railroads are asking permission to 
practice—historically has been used, not just to meet competition, but to destroy 
it. Regulation is needed to prevent that from happening, whether the compe- 
tition be between railroads and other forms of transportation, or between rail- 
roads and other railroads. 

The continuing need for regulation of the railroads is succinctly stated in 
these words from Railroad Regulation, by Leo Sharfman: “Railroad discrimina- 
tion, like rate-cutting, springs primarily from the very nature of the railway 
business.” And the nature of the transportation business so intimately affects 
the whole public welfare that its regulation cannot be disregarded or skimped 
except at heavy public cost. 

















































1518 ORGANIZATION OF EXECUTIVE BRANCH OF GOVERNMENT 


{From the Cincinnati Enquirer, October 15, 1955] 


PREDICTION 


The economic blight of the Ohio Valley that would result from the imposition 
of Federal tolls on river traffic is scarcely a debatable matter. 

Speaking at the annual meeting of the Ohio Valley Improvement Association 
here, Keen Johnson, vice president of Reynolds Metals, outlined the $8 billion 
expansion of industry during the last 5 years and asserted that his own company 
was “not theorizing in regard to the importance of water resources development.” 

Mr. Johnson said: “Within the next few years we hope to build a $168 million 
plant somewhere in the Ohio Valley which will produce 200 million pounds of 
aluminum pig a year.” 

Then, referring to the proposed imposition of tolls, he went on to say: “Let 
the solemn pledge of the National Government be broken and the entire process 
of development will be reversed. Plants built in reliance on low-cost water 
transportation will be dismantled, unemployment will result, and further growth 
will be stultified.” 


{From the Columbus Dispatch, October 2, 1955] 


THE OHIO VALLEY’S GROWING PAINS 


When the Ohio Valley Improvement Association holds its 60th annual meeting 
at Cincinnati, October 3-4, the recent industrial activity up and down the Ohio 
River will be thoroughly discussed. 

It’s sure to come up because 2,450 new plants built in the valley since the war 
have raised numerous navigational problems involving dams and locks constructed 
many years ago. 

It should be noted that from where the Ohio starts at Pittsburgh to where it 
pours into the Mississippi at Cairo, Ill., we observe a wide variety of terrain. 
While the hills and wonderful scenery may have great eye appeal, what the 
veteran rivermen see in many places is something else again. 

There veterans of the river see the water running thinly over shoals, tum- 
bling down falls. They tell you that it’s not all smooth navigating by any means. 
This is because inadequate or antiquated locks make it quite a problem to keep 
the water at safe levels for navigation during dry seasons. 

With industry booming all along the river during the last decade, the Ohio 
Valley Improvement Association has a cumulative problem on its hands which is 
showing signs of becoming larger with each passing month. 

It has now been 18 years since the last locks and dams were built, according 
to one river veteran at Ironton who has been making a survey of the situation 
with a view to obtaining a sizable picture of needs during the next decade. 

In 1954 a total of 55.1 million tons of freight moved on the river, records of 
the Corps of Army Enginers disclose. This amounts to 11.6 billion ton-miles. 
While this figure is under 1953’s record 62 million tons when coal and coke ship- 
ments were 6 million tons greater, it is still a most impressive figure alongside 
tonnage totals of a decade ago. 

To get an idea of how Ohio River traffic has been booming, it should be remem- 
bered that 1946’s total was only 35.9 million tons. By comparison the 1954 
tonnage jump was about 54 percent. The gain in ton-miles was 131 percent, 
reflecting longer hauls. 

The Federal Reserve Bank of Cleveland estimates that 2,450 new industrial 
plants have located along the Ohio during the last 10 years. How much has been 
invested? Conservatively, one would say about $9 billion. 

At the present time big river tonnages are in oil and gasoline, iron and steel, 
coke and coal, with the latter scheduled for substantial increases in 1955, 1956, 
and 1957 in order to supply atomic energy power needs. 

Barges are today carrying a variety of cargo including pharmaceuticals, auto- 
mobiles, molasses, plastics, groceries, and so on. 

What concerns the Ohio Valley Improvement Association is the fact that all 
of this cargo—now well over 55 million tons annually—is moving through a series 
of dams and locks designed many years ago to handle no more than 13 million 
tons a year. 

What about the cost of new locks and dams? This was touched upon by the 
report of the Hoover Commission on Water Resources and Power. It recom- 
mended that Congress authorize “a user charge on inland waterways sufficient to 
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cover maintenance and operation, and authorize the Interstate Commerce Com- 
mission to fix the charges.” 

The Ohio Valley Improvement Association, however, is understood to feel that 
the Hoover Commission’s proposal is not the answer. It claims a tool charge 
for users is contrary to the historical precedent of free waterways. 

Hudson Biery, executive vice president of the association, said: “River trans- 
portation has had an influence on the entire valley’s economy back through the 
vears. It would not be wise to disturb this balance of stability.” 

" The Ohio River adds up to 950 miles from Pittsburgh to Cairo. This splendid 
river is suffering from acute growing pains. Long-range planners all agree that 
something should be done to relieve them. 

What finally is done about these growing pains of the Ohio will be of great 
interest to every resident of central Ohio and of southern Ohio. 


{From the Evansville Courier, October 9, 1955] 


BROADER APPROACH TO FLOOD CONTROL 


Only those who have followed the long battle between the United States Army 
Corps of Engineers and the conservationsts over their respective methods of flood 
prevention—a battle that reached its climax in the Missouri Valley controversy, 
as well as in the Ohio Basin—can fully appreciate the significance of the speech 
made before the Ohio Valley Improvement Association in Cincinnati last Monday. 

The conservationists long have argued that the proper way to prevent floods 
was by impounding excessive rainfall in reservoirs and slowing the runoff and 
returning it to the ground in grasslands and forests. This, they argued, not 
only would check floods before they got started, but would also conserve water re- 
sources and topsoil. 

The engineers, however, traditionally have adhered to a policy of accelera- 
ting the runoff, once it reached the watercourses. Their approved method was 
to straighten channels and depend on levees, walls, and other flood works to 
protect river communities. 'They reviewed with suspicion any project that was 
not designed simply and solely for the purposes of navigation or to carry flood- 
waters as rapidly as possible to the gulf. 

Both camps were sincere and dedicated, but they were as far apart as the 
poles, 

When, therefore, the Chief of the Army Engineers says in a major policy 
speech that “although it is true that navigation has contributed greatly to the 
economy of your valley, and flood control is necessary to safeguard it, it is also 
true that an assured, adequate supply of water for domestic and industrial use is 
absolutely necessary if the valley’s economy is to be sustained and further 
expanded’’—that is big news, important news. 

It means that the engineers and the conservationists no longer are pulling 
in opposite directions—they are ready, apparently, to work together for the long- 
range interests of the people of the Ohio Basin and the other great valleys of 
America. 

For Evansville, this historic speech of Lt. Gen. S. D. Sturgis, Chief of the 
Engineers, has especial significance. For General Sturgis’ proposal for water 
conservation through the establishment of reservoirs, financed by the United 
States Government, capable of impounding water for the use of municipalities, 
private industry and other community agencies has a direct application here; 
it is almost an exact blueprint of the Pigeon Creek diversion project. 

The reversal—or rather, liberalization—of engineer policy, therefore, greatly 
enhances the chances for a favorable recommendation on this proposal that 
can mean much to the safety and prosperity of Evansville. It should also be 
a highly constructive factor in the economy of the entire valley. 

More and more, the people of Evansville are beginning to recognize that their 
economic future is tied to the development of the Ohio River. They will heartily 
second, therefore, the OVIA recommendations for congressional appropriations 
to finance advanced engineering design and continued construction of projects 
that eventually will materalize in a 12-foot channel for the entire Ohio. It is 
encouraging also to have OVIA President Harry Mack state publicly that “We 
are deeply and vitally interested in the Evansville area. The entire system of 
lockages is only as good as its weakest link.” 

Evansville recognizes that priority must be given to the improvement of the 
oldest locks and the areas of heaviest traffic—and that the 12-foot channel must 
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start at the upper reaches of the river and work downstream. It only asks 
that the program be carried through to completion, and as swiftly as possible— 
und that when Evansville’s turn comes it will receive the same support from up 
the river that this community is giving to the Greenup, Markland, and other 
essential upper view improvements. 

The Ohio can be a river of promise for Evansville. First the Pigeon Creek 
diversion, and then the extension of the 12-foot channel to the mouth of the 
river, should bring a rich, new day for this community. 


[From the Courier-Journal, September 22, 1955] 
LIFE IN THE OHIO VALLEY LOOKS TO THE RIVER 


Next to taxes, transportation looms as the hottest issue facing the next session 
of Congress. The Federal roadbuilding program is high on the congressional 
agenda, railroads are asking relief from strict regulation by the Interstate Com- 
merce Commission, and river users are gathering their forces to seek an acceler- 
ated program of navigational improvements. Kentucky has a stake in each of 
these efforts. And in none does it have a more vital interest than in the plan 
being urged for the improvement of the Ohio River. 

Slowly but steadily people are coming to realize the value of the Ohio. Over 
the past 15 years the availability of low-cost river-barge transportation has been 
a deciding factor in the location of hundreds of industries in the Ohio Valley, and 
has helped to give meaning to the claim that the valley is the “Ruhr of America.” 
Industry springing up because of the river represents billions of dollars in new 
investment, has created thousands of new jobs, and has brought a new prosperity 
to cities along the river’s course. 

Now the future of that prosperity is clouded by the inescapable fact that the 
river cannot continue, in its present state of development, to handle the increasing 
cargoes put upon it. The dams that pool the water deep enough to float modern 
tows and the locks through which the tows must pass from one pool to another 
are old, small, and crumbling. They break down often or are forced out of opera- 
tion for structural repairs. Their 600-foot lock chambers force rivermen to break 
their chain of barges, often more than 1,000 feet long, into sections for transit 
through the locks, a time-consuming and expensive procedure. And while the 
locks labor, tows of costly cargo wait for hours for their turn through the anti- 
quated chambers. 

Many of these locks and dams—there are 46 of them between Pittsburgh and 
Cairo—are between 25 and 45 years old. Considering their age, they do a remark- 
ably good job. But they are part of a river system built to handle a maximum of 
1,300,000 tons of cargo a year, and they are trying now to handle between 55 
million and 62 million tons a year. It is, as Business Week points out in its 
current issue, like a 1929 automobile—too slow, uneconomical, and worn out. 

The Ohio Valley Improvement Association, which will hold its annual conven- 
tion in Cincinnati on the week of October 3, is trying to persuade Congress to 
bring the 1929 model up to date. They want to replace the existing 46 dams with 
21 modern ones, raising the depth of the river to a minimum of 12 feet and afford- 
ing tows passage through new 1,200-foot locks. The program has the support of 
the Army Corps of Engineers, which builds and operates the navigational system, 
but it faces rough going before Congressional Appropriations Committees. For 
it is not a cut-rate program. Engineers currently estimate that it will cost in the 
neighborhood of $882 million. Modernization of the facilities at Dam 41 here 
alone will cost $52,780,000, according to estimates by the Board of Engineers for 
Rivers and Harbors. To a Congress seeking economies that will make tax cuts 
possible, this is a considerable sum. 

Nor is economy the only roadblock ahead of the Ohio Valley Improvement Asso- 
ciation’s program. River-improvement funds are being eagerly sought by States 
that took a beating from floods during the past spring and summer, and the rail- 
roads, alarmed at the increasing cargoes being carried by competitive river 
barges, are attempting to persuade Congress to build only those river facilities 
than can be paid for by river-user tolls. Against this opposition, the rivermen 
are marshaling an impressive array of facts showing the value of the river to the 
Nation, as well as to the valley itself, and proving that economic improvement 
sparked by the river has aided the railroads as well as the barge lines. 

These arguments have received a cordial response from Congress to date. The 
program has been given blanket approval. But funds for the actual work have 
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been slow in coming, and at present work is going forward at a snail’s pace. 
What is needed now, if the valley is to continue its prosperity, is a greatly accel- 
erated program of construction, which means a drastic increase in congressional 
appropriations. How to get these appropriations will be the No. 1 task facing the 
assembled members of the Ohio Valley Improvement Association at their con- 
vention. And in their efforts they will have the best wishes of everyone con- 
cerned with the continued improvement of the valley region. 


Brery ExuHisit D 
[From the Courier Journal, Louisville, Ky., January 2, 1955] 
To WIN ToMoORROW’S PROSPERITY, IMPROVE THE OHIO TODAY 


During the past week we have devoted considerable space on this page to a 
study of the Ohio River. A series of articles by John Ed Pearce outlined its 
unique contribution to the economy of the valley, advances in river transport 
that have helped to transform the Ohio Valley region into “the Ruhr of America,” 
and the problem of modernizing the Ohio so that it can continue its vital service 
to the industrial community along its banks. 

This was an effort to show how revolutionary new river transport is benefit- 
ing Kentucky. In this we hope, frankly, to win popular favor and in turn con- 
gressional support for the great plan developed by the Army Corps of Engineers 
for improving and modernizing the facilities that make the river navigable. 

This plan is going to cost a great deal of money—about $850 million in the next 
20 years, or about $45 million a year. Already the plan has fallen dangerously 
behind schedule. At least 2 of the 46 dams between Pittsburgh and Cairo are 
in danger of early collapse. The walls, gates, and valves of several other locks 
are visibly crumbling. Breakdowns in the locks, causing long and costly delays 
to riverboats seeking passage through them, are becoming increasingly frequent 
as the old structures wear out. Though the canalization of the Ohio was com- 
pleted only 25 years ago, most of the lock-and-dam structures are over 35 years 
old, and some of them are nearly 50. They are part of a system designed to 
handle no more than 25 million tons of river freight a year, yet today, in their 
alarming state of deterioration, they are accommodating upward of 64 million 
cargo tons, 

Too many people, we fear, still think of river traffic in terms of the colorful 
but inefficient old stern-wheel steam packets. They are unaware of the revo- 
lution that shook the river with the development of the twin-screw diesel tow- 
boat, and the realization that a riverboat could push 10 times as great a load 
as it could carry. That revolution, far more than is realized, has influenced the 
tremendous industrial growth of the Ohio Valley region, has helped to bring 
atomie plants, steel mills, powerplants, metals, and syntheties factories and 
barge-and-boat construction companies into the valley, and has had a decided 
influence on our present prosperity. 

River barges—to carry coal, ore, and chemicals into the mills, and to haul 
away the finished products—have spurred the growth of steel production in the 
valley. They have been largely responsible for the development of the valley 
into the heartland of America’s atomic-energy production, for atomic-energy 
plants require great blocks of electricity, and the plants that produce this elec- 
tricity require vast amounts of water and the cheapest coal transportation pos- 
sible—both of which are made available by the river. 

The growth of these steam plants with their great coal consumption and the 
continuing development of river transport, have an obvious meaning for the 
State’s hopeful coal industry. River transport, too, has placed an integral part 
in expansion of our oil and chemical industry. Officials of one new industry 
after another have listed availability of water transportation as one of their 
reasons for choosing the valley as the site for new industrial location. 

Another advantage of low river rates, and one that few people appreciate, is 
the effect of these low rates on other shipping rates. Throughout the valley, as 
promoters of the river love to point out, competing transporters have reduced 
their rates to river-port towns in order to compete with the river boats. 

It is not surprising, therefore, that competing shippers oppose Federal spend- 
ing for improvement of river facilities. Their opposition is, we believe, basically 
shortsighted. Figures prove that as river traffic has grown on the Ohio, and the 
regional prosperity has increased, the tonnage carried by other shipping media— 
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rails, truck and air—has increased also. And we think that Congress will make 
a grave mistake if it yields to pressure from these competitors and decides to 
finance river improvements by tolls levied on river users. 

In the first place, if the river is modernized only as fast as toll collections will 
permit, the river will never be able to meet the demands of our growing indus- 
trial community. Furthermore, if a boat must pay a toll for a 4-mile trip during 
which it uses locks (and many boats going between Louisville’s upper and lower 
harbors do just this), should not a boat making a 30-mile trip without locks 
pay a charge also? And if a towboat must pay for use of the river, must not 
also pleasure boaters, and sportsmen, and industrial plants, and cities and towns 
who use the water for drinking? 

River boats and barges, like railroads, trucks, or planes, are licensed, and 
pay all other State and Federal taxes. To force them to bear also the cost of 
navigational improvements on the rivers they use would contravene legal and 
historical precedent. For the United States undertook to improve and maintain 
river navigation long before it gave land grants to railroads, built highways for 
the use of trucks, or helped in construction of airports and other aeronautical 
aids for planes. There is no more reason now to reverse traditional river policy 
than to turn all of our highways into toll roads, or make the railroads or planes 
pav a toll for each mile of land across which thev run or fly. 

Instead, we hope Congress will see not only the obligation but the tremendous 
opportunity that the Ohio River represents. We need at least $50 million from 
this session of Congress for accelerated work on the Greenup and Markland 
Dams, if we are to keep pace with our developing economy. With public support 
we will get it. 





Brery Exursit E 
[From the Paducah Sun-Democrat, November 1, 1955] 
New CALvert City CHAPTER 


The addition to an organic fluorine chemicals plant to the Pennsylvania Salt 
Manufacturing Co.’s works at Calvert City will, in the words of a company 
spokesman, be a “highly important” development. 

It will form a major part of Pennsalt’s integrated chlorine-fluorine production 
facilities there, and it will begin full-scale operations next year. 

It is the second expansion announced for the company’s Calvert City works in 
a period of less than 3 weeks, a plant for the production of potassium hydroxide 
having been announced October 13. While Pennsalt made no announcement 
as to the cost of the two developments nor of the number of workers they will 
employ, it is understood that the investment will be considerable, and this should 
mean a Significant increase in the company’s payroll. 

The Calvert City industrial area is being developed by a number of major 
companies along a well-thought-out plan extending over a decade or more. Thus 
the Pennsalt additions announced in October are a part of that developing story, 
in the recording of which all of western Kentucky has a justifiable pride. 





{From the Pittsburgh Post-Gazette, November 2, 1955] 
COMEBACK FOR COAL 


The rise in freight charges for hauling coal is an ill wind. But it bids to 
blow a lot of good for this region of the country. 

A Cleveland power company, pinched by rail rates, has hit on a bold idea: 
instead of moving coal to the powerplant, move the powerplant to the coal. 
It’s much cheaper to transport electricity by wire than coal by rail. 

The company, Cleveland Electric Illuminating, has bought a site along the 
Ohio River between Wheeling and Steubenville. It hopes to build a powerplant 
there that will be fueled by the coal that abounds in the area, and whose 
product will be sent over power lines to consumers in northeastern Ohio. 

Cleveland Electric is already a party to the novel project being undertaken 
by Pittsburgh Consolidated Coal Co. to ship coal by pipeline from near Cadiz, 
Ohio, to Cleveland—a distance of over 100 miles, The coal will be pumped 
through the pipeline as slurry, a mixture of coal and water. The slurry will 
be dried back into coal, near Cleveland, for use by Cleveland Electric and, 
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perhaps, others. Rising freight costs, which more than anything else have 
hurt coal’s competitive position with other fuels, impelled Pittsburgh Consoli- 
dated to adopt the pipeline project. 

That project and Cleveland Electric’s move to build along the Ohio hold much 
promise for this region—a region rich in coal and blessed with rivers to haul 
it cheaply. In the next decade the eastern Ohio River may well become the 
site of several new powerplants, and also of new industries attracted by the 
power rates. 





Brery Exnuisir F 
{From the Cincinnati Times-Star, November 9, 1955] 
A VITAL MEETING 


A meeting of extreme importance to Cincinnati and the Ohio Valley takes 
place here Wednesday and Thursday when a House Subcommittee on Water 
Resources and Power holds hearings on the proposal to charge tolls for use of 
inland waterways navigation facilities. 

This subject springs from a recommendation of the Hoover Commission. That 
body, and its task force, obviously lacked understanding of the economy of this 
valley and the historical precedent for free river traffic. 

Since 1787, when free use of the Ohio and its tributaries was guaranteed for- 
ever by the Federal Government, the river has been open to all without any pay- 
ment of tolls. It is largely because of this condition that Cincinnati and other 
river cities have grown and prospered. It is because of river commerce as it is 
now that many great industries have located in this valley. 

These industries pour into the Federal Treasury far more in taxes each year 
than tolls would ever raise. To discourage others like them from building in 
the Ohio Valley because of the higher transportation costs which tolls would 
impose, would be to rob the Treasury of millions which might otherwise swell 
its coffers. 

That is just one angle to the issue. , There are many others. But overall is 
the damaging effect which the imposition of tolls would have on an economy 
that has become adjusted through the years to a system of transportation 
balanced between water, air, highway, and rail for the common good. Upsetting 
that adjustment could be harmful to the whole Nation. 


{From the Cincinnati Enquirer, November 9, 1955] 
OHIO VALLEY RIVAL TO NORTHWEST AS ALUMINUM CENTER OF NATION 


WASHINGTON, November 9.—Announcements of new plans for big expansion 
of aluminum production on upper reaches of the Ohio River are thrusting the 
Ohio Valley into rivalry with the Paeifie Northwest as the aluminum center of 
the Nation. 

This fact became apparent here today with study of figures on the two areas. 
The Northwest is well ahead, but sponsors of the new programs believe that 
the same advantages which are winning these plants will win others in the fu- 
ture and that the valley may catch up. 

First and biggest in the valley is Aleoa in Tennessee with 145,000 tons of ca- 
pacity at the end of 1953. Kaiser Aluminum came next with the first plant 
near the main stem of the Ohio on which it is spending $100 million at Ravens- 
wood, W. Va. Capacity is 90,000 tons. Reynolds Metals has plans for 100,000- 
ton plant which it expects to place in the valley. 

Yesterday, Olin Mathieson Corp. announced at New York plans for a 60,000- 
ton plant at a cost of approximately $85 million in the Panhandle area of West 
Virginia. St. Joseph Lead Co. simultaneously said it proposes a 66,000-ton plant 
in the Same area at a cost near that of Mathieson. 

The sum of these proposals with Alcoa’s plant is 561,000 tons. The Pacific 
Northwest had 548,000 at the end of 1953. 

The Pacific, however, also has new construction and new plans since then. 
Anaconda Copper started a 60,000-ton aluminum plant in Montana in August. 
Harvey Machine Co. will build a $65 million plant in Oregon next year. 


70818—56—pt. 8- 


7 








1524 ORGANIZATION OF EXECUTIVE BRANCH OF GOVERNMENT 


The Wall Street Journal found that the key to plans of the Mathieson and 
St. Joe Lead to locate in the Ohio Valley “appears to be negotiations with utility 
firms for necessary large amounts of cheap electric power to be produced from 
coal.” Cheap hydroelectric power has been the attraction in the Northwest, 
leading producers to ship alumina across the country to be made into pig, then 
back again for sale as finished products. 

In the center of negotiations for the 2 new plants for the Ohio Valley is 
Philip Sporn, president of American Gas & Electric Service Corp., New York, 
a holding company with 8 utilities in the valley. 

Both plants would consume large quantities of coal as fuel and both would 
use large blocks of electrical power, the Mathieson needs alone being estimated 
at more than a billion kilowatt-hours a year. This power in turn would be pro- 
duced from coal consumption. It also would require new generating plants 
in which to produce it. 


(The following material was submitted by Hudson Biery :) 


MIKco GRAIN Co., 
Cairo, Ill., November 4, 1955. 
Hon. Rogert E. JONEs, 
Chairman, Subcommittee on Water Resources and Power, 
Cincinnati, Ohio. 

Dear Stig: The question of putting tolls on river traffic on our inland waterways 
has raised grave misgivings in my mind. We have recently spent some $200,000 
on barge-loading facilities in Cairo for the prime purpose of enabling us to ship 
by barge and give our farmer customers higher prices for their grain. 

The farmer is caught in a squeeze now because of the low prices he receives 
for his products, and the high cost he pays for transportation and goods he buys. 
Any extra income he may receive is greatly needed. 

Everyone agrees that the mounting farm surpluses are a major problem in the 
farm picture. ‘The best possible solution, according to many, is the selling of 
these surpluses abroad. If we can’t sell them abroad, we will continue to have 
them as a threat to our domestic markets. One of the factors that would cer- 
tainly help us move them is price, and the cheapest way to move them to our 
export ports is by barge. Transportation certainly plays a very important part 
in the price structure. Any saving in freight is passed on to the consumer and 
foreign buyer. Therefore, river freight certainly must be protected from tolls 
as everyone benefits in the removal of our farm surplus. Any toll structure on 
the rivers certainly will raise the cost of transportation. 

We strongly oppose any toll system on the rivers and sincerely hope your com- 
mittee agrees. This will certainly be a hindrance in disposing of our farm 
surpluses. 

Sincerely yours, 
W. H. HASLAUER. 


JOINT EXECUTIVE COMMITTEE FOR THE 
IMPROVEMENT AND DEVELOPMENT OF THE PHILADELPHIA PorT AREA, 
Philadelphia Pa., November 5, 1955. 
Hon. Rosert E. JONEs, 
Chairman, House Special Subcommittee on Water Resources and Power, 
Cincinnati, Ohio. 


DEAR CONGRESSMAN JONES: The Joint Executive Committee for the Improve- 
ment and Development of the Philadelphia Port Area represents the 18 member 
organizations listed at the foot of this letterhead. This statement is filed in 
opposition to the levying of tolls or user charges as recommended in the water 
resources and power report to Congress (June 1955) of the Commission on 
Reorganization of the Executive Branch of the Government. 

The United States Government, through the Corps of Engineers, United States 
Army, and the United States Coast Guard, is responsible for the development, 
inaintenance, and safety of the Nation’s harbors and waterways. By precedent 
and longstanding tradition the United States has upheld its responsibility and 
by so doing has fostered and encouraged the free movement of commerce involved 
in both national and international trade. 
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The economic benefits flowing from navigation improvements are utilized by 
all industry and commerce now existing and which will develop as a result of 
such improvements. Any tolls which would be imposed would have a negating 
influence upon these economic benefits. Tolls which would be paid by private 
shipping could not possibly be recovered on an equitable competitive basis. Since 
waterways are both national and international in character, it is only through 
our system of Federal taxation, rendered on a national base, that navigation 
improvements can be equitably financed. And, of course, improved waterways 
are vitally important to our national defense and are properly to be provided 
by the Federal Government. 

We strongly endorse the statement made by the Assistant Chief in charge of 
civil works for the Corps of Engineers in an address to the American Associa- 
tion of Port Authorities in San Francisco on October 25, 1954. “The economic 
factors involved are complex. There are places where the investment cost of 
an improvement for the benefit of navigation is so low and traffic is so heavy 
that it would require an insignificant charge indeed to repay the Government’s 
expenditures. In the same general vicinity there may be other communities 
whose navigational improvement works cost more, and whose traffic is not as 
heavy, and whose businessmen, shippers and carriers consequently would have 
to pay perhaps many times as great a charge. This would make a mockery of 
free competition between the two areas.” 

During the 2d session of the 82d Congress Senate bill 2743 was introduced and 
referred to the Committee on Interstate and Foreign Commerce. The bill was 
designed to authorize and direct the Interstate Commerce Commission to deter- 
mine and prescribe user charges to be imposed for the commercial trans- 
portation purposes of inland waterways constructed or improved at the expense 
of the United States, and for other purposes. 

We are told that this bill met with an unprecedented wave of resistance and 
was “put down.” At that time it was pointed out that the bill was unconstitu- 
tional because: 

1. The Federal Government cannot exact tolls on State-owned property and 
the rivers are State property. 

2. As a tax the bill would be unconstitutional because it would not be geo- 
graphically uniform. 

8. The bill would be a violation of the faith and integrity of the United States 
since most of the territorial ordinances under which such territories became 
States were accorded a “forever freedom” for use of rivers. 

River and harbor development is a prerogative of the Federal Government and 
the timely exercise of this prerogative in the past has been largely responsible 
for the growth and prosperity of our country. The Joint Executive Committee 
for the Improvement and Development of the Philadelphia Port Area views tolls 
or user charges as being detrimental to the economic transportation structure 
and discriminatory to waterway users. 

Respectfully submitted. 

H. G. ScHap, Chairman. 


Hupson BIeEry, 
Executive Vice President, 
Ohio Valley Improvement Association, Inc. 
Room 608, Federal Post Office Building, Cincinnati. 
The board of directors of this association in meeting today express their oppo- 
sition to the charging of tolls for use of inland waterways. 


Harry G. KENNEDY, 
Executive Secretary, Kanawha Coal Operators’ Association. 





THE PirrssureH CoaL EXCHANGE, 
Pittsburgh, Pa., November 7, 1955. 
In opposition to tolls on navigable waterways. 


The Hoover CoMMISSION, 
Washington, D. C. 


GENTLEMEN: In addition to being completely out of smypathy with the long- 
standing tradition of this Nation that the rivers shall be forever free highways, 
the imposition of tolls on the locks would be both unfair and unworkable. 
Indeed, it might well destroy the very purpose for which it is designed. There is 
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little doubt that, if tolls were imposed to the extent that they should amortize 
the locks and dams, traffic would decrease to the point where the locks and 
dams would never be paid for. 

In such a highly competitive industry tolls would surely wipe out the small- 
boat operators who could not cope with the owners of large and powerful tow- 
boats capable of moving enormous tonnages in one unit. Tolls might well mean 
the difference between shipping by water and not shipping at all. For example, 
there is the heaviest concentration of traffic in the Nation on the Ohio River in 
the Pittsburgh district. More than 75 percent of this traffic moves only about 
58 miles from Pittsburgh. Most of the tonnage consists of raw materials. On 
the other hand, the finished products of the steel industry are in the so-called 
“long haul” trade and this tonnage moves all the way down the Ohio and 
Mississippi Rivers. It would be a serious handicap for this traffic to bear the 
burden of tolls on the forty-odd locks and dams which are old and antiquated, 
while the heavier traffic moves only a short distance through modern struc- 
tures. The only way the southern and western markets can be reached at any- 
thing near a competitive price is by water. ‘Tolls would destroy these markets. 
This would disrupt the whole economic pattern of the country, change the market 
areas, and dislocate labor supply over the entire country. 

Navigation should not be required to foot the bill for these structures when 
sO many other beneficiaries are involved. The only special advantage to traffic 
is the locks themselves. The multi-billion-dollar industrial development in the 
river valleys could not have been possible without dams across the river to 
assure Stable pools and an ample supply of water for industrial use. We submit 
that, were it not for assured water supply for the steel industry, powerplants, 
chemical plants, and municipal use, there would be no river traffic to worry 
about. There would be no need for rail and truck terminals on the riverbanks. 
When it is realized that there are many individual plants along the rivers which 
use more water daily than the great metropolis of Pittsburgh, it seems grossly 
unfair that the barge lines which serve this industry and are wholly dependent 
upon it for their very existence should be required to pay for those benefits. 

It is our considered opinion that payment for these structures must come from 
taxes derived by methods already set up in the governmental tax structure, 
They could not be put to better use. The locks and dams have paid for them- 
selves many times over in benefits to industry and the general public. They are 
invaluable to the national defense. The industries along the navigable water- 
ways more than justify the spending of national funds for continned waterways 
development. To hinder the growth and prosperity of the very heart of America 
by imposition of tolls on the rivers would be foolish economy. 

Sincerely yours, 
Davip MATHEWS, Jr., 
Executive Vice President. 





STATEMENT OF WALTER C. BecKJORD, CINCINNATI GAS AND ELEctRICc Co., 
CINCINNATI, OHIO 


The entire economy of this region has been adjusted to free movement of 
commerce on the Ohio River over the period of some 150 years, and the im- 
position of tolls at this time would be devastating in dislocating that economy. 

In the case of the electric service supply companies of the region, the in- 
position of toll charges on the Ohio River would have the effect of increafing 
cost of electric service to industry, business, and residential users. 

All steam electric generating plants along the river are coal burning and receive 
their coal by barge. Coal from various fields is moved up and down the river to 
a great number of generating plants. These plants produce large quantities of 
power used by industry, including the two large Atomic Energy Commission in- 
stallations at Portsmouth and Paducah. 

If toll charges are put into effect on the Ohio River, the charges so imposed 
would be passed along to our company in the increase in cost of coal delivered 
to our three generating stations. This increase in cost would necessarily be 
passed on to the users of our service and would increase the cost of electric 
service to more than 375,000 customers in the 2,600 square miles of territory 
served in Ohio and Kentucky. 

The present consumption of coal by the Cincinnati Gas & Hlectric Co. is ap- 
proximately 2 million tons per year, all of which is transported on the Ohio 
River. Therefore, any toll charge imposed would add substantially to the 
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cost of operation and thereby increase the electric rates for light and power 
in our service area. Our most modern electric generating station of 350,000 
kilowatts capability which was put into service in 1952, is supplied with coal en- 
tirely by river because there are no railroad facilities available and it presently 
consumes over 1 million tons of coal per year. By late 1957 an additional 175,000- 
kilowatt unit will be in operation at this station—which will increase the ton- 
nage of coal required by 300,000 tons per year—making a total of 1,300,000 tons. 
Low-cost river transportation was the deciding factor in the location of this 
plant. 

Normally the electric load doubles every 10 years and therefore by 1965 con- 
sumption of coal would be on the order of 5 million tons per year and if the load 
increases more rapidly then the consumption would be doubled in less than 10 
years. 





STaTEMENT or LOWELL L. FRENCH, PRESIDENT, UNION BARGE CorP., 
PITTSBURGH, Pa. 


My name is Lowell L. French and I am president of the Union Barge Line 
Corp., a certificated common carrier of freight operating on the navigable water- 
ways comprising the Mississippi River system. My business address is room 
1009, Dravo Building, Fifth and Liberty Avenues, Pittsburgh, Pa. 

Since its inception, the United States Government has assumed an obligation 
to develop and maintain public highways throughout the Nation for travel and 
transportation purposes. Long-established governmental policies clearly iden- 
tify the inland waterways as a part of this highway system and, in unequivocal 
language, declare that such waterways shall always be available to the public 
without the imposition of a user charge of any nature. ‘The initial declaration 
of policy is to be found in article 4 of the Ordinance of 1787 for the Government 
of the Northwest Territory, it being stated that “The navigable waterways 
leading into the Mississippi and St. Lawrence, and the carrying places between 
the same, shall be common highways, and forever free, aS well to the inhabitants 
of the said territory as to the citizens of the United States, and those of any 
other States that may be admitted into the confederacy, without any tax, impost 
or duty therefor.” As further clarification of its views with respect to the 
use of the waterways, Congress included in the River and Harbor Act of 
August 2, 1882, a provision which still remains in full force and effect, reading 
as follows: “No tolls or operating charges whatever shall be levied upon or 
collected from any vessel, dredge, or other water craft for passing through any 
lock, canal, canalized river, or other work for the use and benefit of navigation, 
now belonging to the United States or that may be hereafter acquired or con- 
structed; * * *.”’ Obviously, the latter provision was incorporated into law in 
order to give specific assurance that not only waterways in their natural state 
but also those improved by manmade structures or otherwise were to be ex- 
empted from user charges. Subsequently many other congressional acts have 
decreed that the navigable inland waterways of this country are to be maintained 
as public highways for use by all of the people at no charge and with freedom of 
access and nondiscriminatory treatment. 

During the intervening years, inland waterway transportation has played a 
major role in the development of the interior part of our country, bestowing 
benefits and advantages which can only be associated with a maritime economy. 
Settlement and industrialization have gradually accelerated until within the 
last few years when the rush to establish riverside industrial facilities has 
assumed almost fantastic proportions. This recent industrial expansion repre- 
sents the investment of billions of dollars, with product diversification embrac- 
ing practically all the needs of this great Nation. 

River transportation of the packet boat era served to link the newly estab- 
lished communities throughout the midcontinental area and provided the 
impetus for the widespread development which occurred during the first half 
of the 19th century. Meantime, railroads had already made their appearance, 
first acting as feeder lines to the rivers, but a few years later being extended 
to parallel the navigable streams in order to capture the waterborne traffic. 
Being unregulated at the time, the railroads began a ruthless assault against 
the packet-boat industry, drasticly cutting rates and using every other con- 
ceivable means to eliminate the competition. Gradually this was accomplished, 
so that by the end of the century, river service had dwindled to such an extent 
that only a few operations remained, generally serving the local trade in regions 
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not yet completely under railroad domination. This situation prevailed until 
the early 1900’s when the Federal river development program and technological 
advancements brought about a revival of river transportation in modernized 
form with towboats and barges superseding the old packet boats. From that 
point until today, the river transportation industry has reestablished itself and 
enjoyed phenomenal growth. Regular and dependable services at low rates 
have been made available to all places along this country’s 28,500 miles of 
navigable inland waterways, thus preserving the benefits and advantages of 
our most important natural resource. 

There are, of course, many other important navigable waterways in other 
sections of the country, but one has only to check the statistical records for 
the Mississippi River system to realize what a tremendous contribution the 
waterway industry is making toward the comfort and welfare of the many 
millions residing in the vast area bounded by the Appalacians on the east, the 
Rockies on the west, the Canadian border on the north, and the Gulf of Mexico 
on the south. Only 5% billion ton-miles were recorded in 1931, whereas in 1953, 
the latest year for which official figures are available, the total was 4214 billion 
ton-miles. Therefore, by the end of this 22 year period, the volume had increased 
to 769 percent of the 1931 record. So important to the general economy did 
the waterways become that in 1940 Congress saw fit to recognize them as a 
definite part of the national transportation system by subjecting the industry, 
in part at least, to regulatory control of the Interstate Commerce Commission. 
Relatively, river transportation is not a big business, handling only a mere 
6 or 7 percent of the Nation’s freight transportation, but to literally thousands 
of communities and industries, it is practically as indispensable as the air the 
people breathe. 

Although the national transportation policy and regulatory laws, under Inter- 
state Commerce Commission administration, were thought to be protective for 
each mode of transportation against destructive competitive practices of others, 
the roulroads have nonetheless been allowed to pursue a rate-cutting program 
which has been extremely harmful to the water-carrier industry. In a great 
many cases, so-called water-compelled railroad rates, much lower than those 
ussessed by the same carriers in noncompetitive territories, have been permitted 
to become effective, with the result that heavy volume of river traffic has been 
and is being lost. Now, if user charges are to be imposed obliging river carriers 
to charge more for their services and at the same time the railroad water- 
compelled rate program is continued, it should be perfectly obvious that con- 
siderable additional waterborne traffic would immediately disappear, and as 
the diminishment progresses, the remaining tonnage with increasingly higher 
tolls needed to pay the cost of river development and maintenance would become 
so heavily burdened that gradually but surely it too would be eliminated. What 
then would happen to investments aggregating astronomical figures which have 
been made along the riverbanks in order to gain economic benefits and advan- 
tages? What will become of the cities, towns, and communities which have 
been nurtured by “Old Man River’? There is a reasonable certainty that much 
higher transportation charges will become the order of the day since railroads 
generally have subjected noncompetitive traffic to rates as high as the traffic can 
possibly bear. 

A reversal of Government policy at this time would certainly constitute a breach 
of faith. However, to be thoroughly practical, it does seem proper that from time 
to time the Government review matters of this nature and determine conclusively 
whether or not the present policy is best for the people or that a change should 
be made. There seems to be incontrovertible evidence that the long-established 
governmental policies governing use of the rivers have been proper. On the other 
hand, if a new policy is to be observed, it would be justified only after a com- 
prehensive study has been made that would prove without doubt that in the 
future the people of the country would be better served than now and would 
gain additional economic advantages. Frankly, whether punitively applied or 
instigated from a purely altruistic viewpoint, the user-charge question should not 
be decided on the basis that it will aid the railroads or that it will harm the 
bargelines. The great American public is the one to be considered. 

It is difficult to conceive how any fairminded person could expect river trans- 
portation to pay the whole bill when navigation is only one use made of our multi- 
purpose waterways. Should not user charges also be collected from other 
users?—as indicated in the following, summarization : 
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Domestic water supply 


The majority of cities and towns on the improved waterways depend upon those 
streams as a source of domestic water supply. Without this constant supply of 
water in practically unlimited volume, these communities would probably be able 
to solve the problem ouly at prohibitive cost. 

Industrial water supply 

A high percentage of our Nation’s largest industrial plants have been located 
on the banks of our improved rivers in order to gain the benefits of these multi- 
purpose streams. One of the principal considerations was the availablity of water 
supply for operating purposes. Many of these plants require tremendous volume 
of water for daily operation; in fact, a single average-size steel mill in the Pitts- 
burgh district uses 260 million gallons of Ohio River water during each 24-hour 
day, according to their own admission in public print. The water obtained from 
the rivers by the large industrial plants represents a daily volume that could 
only be expressed in astronomical figures. It is available in plentiful supply 
during all seasons of the year because of the canalized rivers, the water im- 
pounded by navigation dams creating vast lakes, commonly called pools, which 
serve as huge reservoirs for the benefit of industry. 


Domestic and industrial waste disposal 


Historically our rivers have been used as a means of disposal for sewage and 
industrial wastes of the communities through which they flow. The flow of the 
rivers in their natural state would frequently be so low that wastes could not 
be carried off and resultant pollution would be so great as to constitute a real 
menace from the standpoint of health. At any rate, the stench alone from these 
polluted streams would be unbearable. 


Flood control 


Fortunately, our improved waterway system has proved to be an effective 
means of flood prevention. Land areas along the rivers which were previously 
subjected to frequent inundations have been freed of this constant threat and 
made more useful. For obvious reasons the railroads have built their lines in 
the river valleys whenever possible and accordingly are one of the principal 
beneficiaries. Actually, however, the benefits are widespread and are well dis- 
tributed among all who live, work, or operate within the affected territory. 


Recreation 


Recreation ranks high in the list of public benefits afforded the people by our 
improved system of waterways. Federal and State Governments have already 
recognized their responsibility to provide facilities for recreation. As a conse- 
quence, the availability of suitable recreational facilities, as represented by the 
improved streams, relieves the public budget and the taxpayer of the necessity to 
make other provisions. 


Hydroelectric power 

The adaptation of navigation dams for the production of hydroelectric power 
introduced another public service that can be performed by our improved water- 
ways for the benefit of our citizens. 


National defense 


Our improved waterway system is of vital importance to our national defense ; 
it provides a well-protected transportation route for the movement of strategic 
military equipment and supplies, essential materials for the production of war 
material, goods for civilian consumption, petroleum products for industrial and 
domestic use, and many other things; it makes possible widespread geographical 
diffusion of industry away from vulnerable and congested coastal areas; it affords 
an opportunity to build naval vessels and other floating equipment at protected 
interior points with easy access via the navigable rivers to the sea; and it 
relieves other forms of transportation for vitally needed service elsewhere. 

All these attributes were clearly demonstrated throughout the recent war 
when the inland rivers, exclusive of the Great Lakes, during a 5-year period 
transported essential commodities totaling approximately 2 billion tons, or about 
140 billion ton-miles, including 1,731,000,000 barrels of petroleum and petroleum 
products. In addition, more than 4,000 war vessels were built at interior ship- 
yards and moved via the inland waterways to deep water during the same period. 

If Congress now repudiates its long-established policies and requires the pay- 
ment of user charges, it would be a severe injustice if navigation alone were to 
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be burdened with the cost of construction, operation, and maintenance of the 
waterways to the exclusion of all other users. 

The user-charge recommendation uses the rather nebulous term “inland water- 
ways” without defining what waterways are to be involved. Does this term 
include the Great Lakes, the coastal harbors, and connecting rivers, or, just 
what does it mean? A railroad spokesman in advocating the passage of a user- 
charge bill said that its primary purpose was to promote fair and equitable 
competitive conditions between one segment of the water-carrier industry and 
the railroads in further effectuation of our national transportation policy. He 
has condemned what the railroads prefer to think of as an unfair subsidy to 
river transportation and then, with amazing inconsistency, attempts to justify the 
reasonableness of not assessing tolls for the use of Great Lakes and seacoast 
harbors and canals, all of which have been provided at public expense, but the 
difference is that the railroads themselves benefit from these latter facilities and 
apparently prefer to disregard their policy of “equal treatment” when they 
themselves are directly affected. Obviously, railroad advocacy of user charges 
is motivated by a desire to destroy river transportation and effect the revival 
of a monopolistic control which would be disastrous to the national economy, 
the national defense, and the public interest. The Hoover Commission recom- 
mendation, formulated by a group of highly distinguished citizens, most certainly 
must be intended altruistically but, if adopted, will have the same punitive effect 
as the railroad proposal. 


(The following letter was received from Mr. Biery after the close 
of the Cincinnati hearing :) 


OHIO VALLEY IMPROVEMENT ASSOCIATION, INC., 
Cincinnati, Ohio, December 7, 1955. 
Hon. Rorert E. JONEs, 
Special Subcommittee on Water Resources and Power, 
House Committee on Government Operations, 
Washington, D. C. 

DEAR CONGRESSMAN JONES: During the Cincinnati hearings you requested that 
we determine, if possible, how much Kentucky coal is now being used in the 
TVA steam generating plants. 

Inquiry was made and information from responsible sources indicates that 
during 1954 TVA used a total of 8,455,047 tons which came from the following 
States: 
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1954 receipts by barge were 4,524,000 tons. 
We hope this information is helpful. 
Sincerely yours, 


Hupson Btery, 
Evecutive Vice President. 

Mr. Brery. Freight rates, as governed by the official classification, 
which as you all know is a book an inch and a half thick which 
covers all of the various commodities and the various class rules and 
special rules governing the movement of freight, are fundamentally 
based upon some very simple things: bulk, weight, value, and distance. 

Now, turning to the river for a minute, consider trying to arrive at 
equitable tolls on a ton of coal and a ton of steel, a ton of chemicals 
and a ton of automobiles. Your ton of coal is worth about $8. Your 
ton of steel is worth about $80. Your ton of sulfur is probably worth 
$100. Your ton of automobile is worth probably a thousand dollars, 
maybe two thousand dollars. 

Now, to arrive at an equitable basis for determining suitable rates 
for tolls on those widely varying commodities, and assess that over 
1 lock or 5 locks, or 21 locks, or a portion of the Mississippi which 
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has no locks, and come up with some simple method of accountin 
or calculation or assessment for the recording of the tolls, ae 
have to be done. 

You would have to have crews working 24 hours a day, for the 
movement of traffic on the Ohio River constantly night and day. 
With radar control, they can continue movement through almost all 
kinds of weather. 

You would have to have administration forces and accounting forces 
for the recording and reporting and the collection of tolls, at least 
3 tricks a day if they worked 8 hours a day, then you would have to 
set up an army of staff that would probably largely consume the very 
revenues which the system hopes to use in providing revenue for the 
Treasury Department. 

Other witnesses, I think, will touch upon the complexity of reason- 
able calculation of tolls. I merely referred to it briefly to show that 
it is a tough problem, and one not so easy to assess, or to solve. 

Mr. Lirscoms. A trick is a shift, then? 

Mr. Brery. It is a phrase used by the railroads—a third-trick 


operator. 

Mr. Jones. We have statements from Congressman Car] D. Perkins, 
and Congressman Thomas A. Jenkins, and also a letter from the 
executive secretary of the Columbus Industrial Association. 

Without objection, they will be received and made a part of the 
record at this point. 

(The documents above referred to follow :) 


STATEMENT OF Hon. Cart D. PERKINS, A REPRESENTATIVE IN CONGRESS FROM THE 
STATE OF KENTUCKY 


Mr Chairman, members of the committee, the water resources of the Ohio 
Valley have been the basis of one of the greatest industrial developments the 
world has ever known. The most important of these resources has been and 
remains economical transportation. Three of our most important industries, 
steel, coal, and oil have utilized this river transportation to an extent far beyond 
the fondest dreams of those farsighted leaders who initiated a national river 
improvement program in 1820. Since that time $4.5 billion have been spent on 
river and harbor improvements, 90 percent of it in the last 50 years. 

Since our industrial development is basically dependent upon a well-rounded 
transportation system, the Government early adopted the policy that navigation 
costs were a proper Federal! charge. Since the end of the canal era more than 
100 years ago the policy of free river navigation has been both consistent and 
successful. The national economy profits by the use of public transportation 
systems, whether it be highways or waterways. The policy of maintaining these 
arteries of transportation free of toll charges has had much to do with our great 
industrial development which is now most evident in the Ohio River Valley. 

It is true that the great natural resources of this area would have been de- 
veloped without river improvement programs, but it is hardly conceivable that 
they could have reached the current level without the system of locks that the 
Government has built in the Ohio River and its tributaries. This valley, which 
has contained the center of population for more than a century, now contains 
an inland industrial development, that makes this Nation the strongest force 
on earth. The successful industrial expansion in this area, basically dependent 
upon water transportation as a supplement of the great railroad systems criss- 
crossing the valley, may have created jealousies in other industrial areas. The 
fact that these other areas have no river or rivers comparable to the Ohio 
River and its tributaries makes it uneconomical to spend an equal amount of 
Federal funds in their areas but this does not mean that they are excluded from 
the benefits that the Nation obtains from this river improvement. In fact, 
economists agree that public programs which strengthen our national economy 
benefit all sections of the country. 

The Hoover Commission has made a number of recommendations in 19 sepa- 
rate reports including the one on water resources. Out of these reports certain 
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policies have been developed, including the so-called partnership policy, which 
has resulted in the elimination of all new multipurpose dams. This may not 
have been intentional on the part of the Hoover Commission, and is cited as one 
of the results which I believe was not anticipated when the recommendation 
was made. Another of the recommendations is a user charge on all inland 
waterways, similar to the charges of the Welland and Panama Canals which 
primarily service international transportation. I cannot agree that the naviga- 
tion of our inland waterways should be considered on the same basis as that of 
international waterways. 

The digest of the Hoover Commission report suggests that the user charge 
would be used to show which waterways are obsolete. In other words a burden 
would be placed upon the users of water transportation in the Ohio Valley, 
which no one considers obsolete, in order to assure that an accurate record of the 
use of all locks would be maintained. The recommendation exempts pleasure 
eraft from such charges. The philosophy of the Commission may be truly re- 
flected in this recommendation which would exempt those people in that economic 
group which can afford pleasure craft from any charge for the use of these 
waterways, while requiring all industrial users to pay for travel and trans- 
portation upon this great natural waterway. Toll roads, and toll bridges are to 
be followed by toll locks, if the recommendation of the Commission is accepted. 
The general policy of the Commission appears to be to place restrictions upon 
public transportation wherever possible. In the case of the locks it is freely 
admitted that the primary reason for toll charges is to measure the use of our 
inland waterways for industrial transportation while pleasure craft pass through 
free. It would appear that such philosophy may be based upon the desire of 
some special group rather than any sound reason to change this long-established 
policy. Examples such as the industrial development of the Kanawha River 
Valley immediately following the navigation improvements on the Kanawha 
River indicate that the volume of freight will increase sufficiently to give addi- 
tional volume to both the railroad and river transportation as they naturally 
supplement each other. 

This recommended change in the national policy on inland water transporta- 
tion will materially restrict the industrial growth of the Ohio Valley area and 
weaken our national economy. Tolls cannot be justified as essential for record- 
keeping and should not be imposed to help competitive transportation systems 
which cannot provide economical transportation for heavy and bulky freight. 





STATEMENT OF Hon. THOMAS A. JENKINS, A REPRESENTATIVE IN CONGRESS FROM 
THE STATE OF OHIO 


The Hoover Commission’s Report on Water Resources and Power proposes, in 
its recommendation No. 8, that a user charge be imposed on the inland waterways 
sufficient to cover costs of maintenance and operation. I consider this recom- 
mendation unsound. 

The freedom of navigation of the inland rivers is a part of our priceless heri- 
tage of liberty from the Founding Fathers. They recognized in the Northwest 
Ordinance and in other solemn documents of the early Republic that the welfare 
of the Nation required free use of the navigable waterways as public highways 
open to all the people, without “tax, impost, or duty therefor.” For taxation 
of waterborne commerce could be employed to deny access to markets for the 
produce of the frontier communities and thus to destroy the very foundations of 
life in the western settlements. Our ancestors in this valley were determined 
that no governmental authority, foreign or domestic, should exercise so tre- 
mendous a power over their destinies. Their will prevailed and the Ordinance 
of 1787 guaranteed their rights of free navigation in perpetuity; in a solemn 
compact unalterable except by common consent. 

Under that principle, extended from time to time to all our inland waterways, 
Congress, having exclusive jurisdiction, has authorized their improvement and 
development for the benefit of all the people. The investments made by the 
United States in the development of its inland rivers have been among the 
most profitable in our history. Efficient lowcost water transportation and water 
supply have attracted vast industries to our river valleys; whole new commu- 
nities have been established ; old ones have grown and prospered. The standard 
of living of our people has improved immeasurably, and the flow of revenue to 
State and Federal treasuries from the Ohio Valley far surpasses the relatively 
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modest expenditure for navigation works which were the great spur and stimulus 
to the entire economic development of the region. 

The proposal to impose user charges would impair the foundation of this 
whole economic structure—lowcost transportation of bulk freight. Many im- 
portant plants located to take advantage of such low-cost transportation would 
find their costs of basic raw materials sharply increased, profits curtailed or 
wiped out and the competitive radius of their operations drastically reduced. 
Loss of extensive markets would cause major reductions in the volume of opera- 
tions and loss of employment for many thousands. 

The American people have always stood with reverence in the presence of 
the Founding Fathers; the proponents of user charges who would repudiate 
established precedent have the burden of proof. I am not aware of any change 
in basie conditions which would justify so fundamental a reversal of national 
policy. For the steel mills, coal mines, oil refineries, electric, utilities, chemical 
plants, and countless other manufacturing establishments and business enter- 
prises dependent upon low-cost water transportation, which are the basis of 
prosperity in the Ohio Valley, the freedom of navigation of the Ohio River is 
just as important today as it was to the early settlers west of the Appalachians. 

A narrow preoccupation with budgetry problems should not lead us into the 
fatal error of destroying the basis of prosperity through ill-conceived revenue 
measures. Actually, the potential revenues from waterway user charges are not 
significant in relation to the vast sums required to operate the Government. The 
costs of collection and administration would be excessive and the problems of 
establishing equitable charges practically insurmountable when their competitive 
implications are considered. At the same time user charges directed at a highly 
sensitive area of the economy would have serious dislocating effects, and would 
threaten the economic welfare of the entire valley of the Ohio, the Mississippi, 
and the Missouri. 

In my lifetime, the Ohio River has been reestablished as a great artery of trans- 
portation. For years after the railroads had driven out the packet boats, the 
river was neglected; its great potentialities were ignored. It was Teddy Roose- 
velt, a great Republican President, who roused the people to action. Many of us 
who recognized the vast importance of the river have devoted our efforts over the 
years to sound improvements in the national interest. We are now witnessing 
the abundant harvest. The sleepy river towns of 50 years ago are the busy indus- 
trial centers of today. The Ohio Valley is indeed the Ruhr of America. And as 
I said long ago—the most important thing in the Ohio Valley is the Ohio River. 
Far from favoring tolls or user charges to restrict the usefulness of the river and 
endanger the great waterborne prosperity of the valley, I strongly urge that the 
historic policy of free waterways be reaffirmed ; that renewed assurances be given 
to the people that their Government honors its pledges. 

Steadily for the past 50 years the shipping on the Ohio River has increased. 
In some sections of the Ohio River as it flows about 150 miles as the southern 
boundary of the congressional districts which I have the honor to represent the 
traffic has become so heavy as to be considered as the heaviest river traffic on any 
river in America. Nothing should be done to hamper this tremendously fast- 
growing traffic. The Ohio Valley is in reality the Ruhr Valley of America. We 
should not jeopardize the traffic lines that have cost so much in money and 
courage. Thousands of people earn their livelihood from the Ohio River traffic. 
Tolls should not be levied when it is almost certain that such a departure will be 
disastrous. 





CoLUMBUS INDUSTRIAL ASSOCIATION, 
Columbus, Ohio, November 8, 1955. 
Rosert E. JONES, 
Chairman, Subcommittee on Water Resources and Power, 
Post Office Building, Cincinnati, Ohio. 

DeaR Mr. JoNES: This will acknowledge receipt of letters dated November 3 
and November 7 from Edward A. Sherman, regional director of the Citizens 
Committee for the Hoover Report. In each of these letters Mr. Sherman is 
asking that we take a position on certain aspects of the Hoover report and 
forward same to you for use in a hearing. 

I have every respect for the Hoover report and have no reason to question it, 
however, I am not acquainted with the aspects of the report referred to in these 
letters and realize that it would require extensive study to become acquainted 
with matters that are to be brought before the committee. 
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We are, therefore, not in a position to make recommendations or suggestions 
to be placed before the committee considering this section of the report. 
Yours very truly, 


om WitiraM E. Taytor, Hvecutive Secretary. 
~ Mr. Jongs. The committee will stand adjourned until 10 a, m. 
tomorrow. 

(Whereupon, at 4:10 p. m. the subcommittee adjourned until 10 
a.m. the following day, Thursday, November 10, 1955.) 
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COMMISSION ON ORGANIZATION OF THE EXECUTIVE 


BRANCH OF THE GOVERNMENT 
(Water Resources and Power Report) 


Part 8—Cinecinnati, Ohio 


THURSDAY, NOVEMBER 10, 1955 


House or REPRESENTATIVES, 
SpeciaL SUBCOMMITTEE ON WATER Resources AND PowrER 
OF THE COMMITTEE ON GOVERNMENT OPERATIONS, 
Cincinnati, Ohio. 

The special subcommittee met, pursuant to adjournment, in room 
607, Federal Building, Cincinnati, Ohio, at 10 a. m., Hon. Robert E. 
Jones, Jr. (chairman of the special subcommittee) presiding. 

Members present: Representatives Jones and Lipscomb. 

Also present: Representatives Hess, Scherer, and Jenkins; William 
C. Wise, staff director; William L. Sturdevant, staff member, and 
Robert Morris. 

Mr. Jones. The committee will come to order. 

Colonel Person. 


STATEMENT OF COL. JOHN L. PERSON, OHIO RIVER DIVISION, 
UNITED STATES CORPS OF ENGINEERS, CINCINNATI, OHIO 


Colonel Person. Mr. Jones, members of the committee, I have little 
to add to my statement in Nashville, of which I happen to have extra 
copies. I would be glad to run over that again, or to answer any 
questions which you may have. 

Mr. Jones. Colonel, if you wouldn’t mind, I would appreciate it if 
you would give a general description of the work that has been ac- 
complished on the Ohio up to the present date and then briefly review 
the authorized projects, or projects that have been authorized and that 
are now pending. 

Colonel Person. I am Col. John L. Person, Division of Engineers, 
Ohio River division, Corps of Engineers. 

I would first like to comment on the testimony of two of yesterday’s 
witnesses, Mr. Robert Smith of the Ohio Division of Water of the 
Department of Natural Resources, and Mr. Bryce Browning of the 
Muskingum Conservancy District. I would like to add to Mr. Smith’s 
comment on the cooperation between the State of Ohio and my people. 
It is fine and could not be better. We work very closely with the 
Governor himself, with Mr. Chick Marian, who is director of natural 
resources, and, of course, Mr. Youngquist, who is director of the divi- 
sion of water. It is a very fine and very profitable cooperative rela- 


1535 





1536 ORGANIZATION OF EXECUTIVE BRANCH OF GOVERNMENT 


tionship. We use a lot of their data, they use a lot of our data, and it 
has worked out to perfection. The same is equally true with relation 
to the Muskingum Conservancy District. 

_ As I said in Nashville, our flood-control program in the Ohio Basin 
is based upon the comprehensive plan which was authorized in June 
1938, which included a system of reservoirs, levies, flood walls, channel 
clearing, and other control work. 

This program, as revised by subsequent legislation, calls for a total 
of 77 reservoirs, of which 33 have been completed and 3 more have been 
started, and 134 local projects, of which 43 have been completed and 
11 more are underway. 

A\thouweh they have only been in existence an average of 8 years, the 
works already built have prevented about $440 million in flood dam- 
ages, as compared with a total first cost of $500 million. 

Mr. Jones. The first 8 years, 

Colonel Person. In the first 8 years. They have very nearly paid 
for themselves. 

We had a rather dramatic demonstration of the efficacy of our plan 
in October 1954, when Hurricane Hazel hit the headwaters of the 
Allegheny and Monongahela. With the reservoirs which cost $115 
million to build, they prevented $140 million in damage, so we made a 
profit of $25 million over 1 weekend. 

Mr. Jonrs. Where had the greatest damage occurred ? 

Colonel Person. In the Pittsburgh-Wheeling area, sir. It would 
have been the third highest flood of record in that area without the 
dams. We took 8.7 feet off the crest at Pittsburgh—and that is a lot 
of water from the top of the flood—and 9 feet off the crest at Wheeling. 

Mr. Jenxtns. This was the Hope-Aiken program. We established 
the first unit there right above Lancaster and below Columbus. 

How are you getting along in the country with that program? 
Have you got any more started ? 

Colonel Person. As you know, sir, that is run by the Department of 
Agriculture. We have no direct connection with it, except that we 
have, in the Ohio Valley, set up a system of cooperation with the States 
and with the Soil Conservation Service so ,that we are informed, 
when they are starting a study and we turn over to them any data 
which we may have which will help in the study and then we comment 
on the effect of their study on our proposed future work. 

Mr. Jenxtns. As a compliment to you, I know when we took that 
project over, the engineers immediately in charge of that, they were 
very anxious and very happy to find your previous surveys and figures 
and benchmarks, and so forth, and I didn’t know how far you con- 
tinued with that or whether you did anything more about that. 

Colonel Person. Well, yes. In Kentucky, for example, there have 
been some 135 applications submitted to the State, all of which have 
been referred by the State commissioner of conservation to us for 
comment. We have made comments on many of them, and we have 
taken part in reconnaissance surveys, with the Soil Conservation 
Service engineers, so that there is a very close relationship already 
established in all of my 14 States. 

Mr. Jenkins. As I say, they were very happy to find your measure- 
ments and surveys which coincide with theirs, I think, in every 
respect. 

Colonel Person. We have the same end in view, Mr. Jenkins, and 
we are very happy to cooperate. 
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Mr. Jones. All the projects have to have the comment of the SCS, 
the Forest Service, and other agencies, so you would automatically 
be included in any survey authorized, or a report for an authorization. 

Colonel Person. For an authorization of one of our projects, yes, 
sir. However, they are not required to get our comments. 

Mr. Jones. The Hope-Aiken Act did not change the existing au- 
thority other than to transfer the authority from the Committee on 
Public Works, to the Committee on Agriculture. 

Colonel Person. Yes, sir, for the small projects. ; 

Mr. Jones. For the small projects, and made a limitation of 5,000 
acre-feet. 

Colonel Person. Yes, sir, 

Mr. Jones. Other than that it did not change the dotting of an 
“i” or the crossing of a “t”’ 4 

Colonel Person. That is right. 

Mr. Jones. All the Hope-Aiken bill did was allow SCS to build 
dams not to be larger than 5,000 acre-feet. 

Colonel Person. That is right. 

Mr. Jones. As a matter of fact, the Department of Agriculture 
at the time the Hope-Aiken bill passed has enough authorizations to 
last them, at the current rate of appropriations, for the next hundred 
years. 

* Colonel Person. I was not aware of that, sir. 

Now, the fact that we were able to prevent $140 million worth of 
damage in that October flood—and, incidentally, around $64 million 
in the March flood, where it would have been the third highest flood 
of record in the Huntington area. 

Mr. Jones. How about the situation at Louisville and Cincinnati, 
at that time ? 

Colonel Person. The October 1954 flood would have been serious 
in both places, but not critical. There was a considerable amount 
of damage prevented, both in October and in March, at those locations, 
but since the heaviest rainfall fell well upstream, it would not have 
been one of the big record floods. But, in the Pittsburgh-Wheeling 
area, in October, it would have been the third highest flood of record, 
and the March flood would have been the third highest flood of record 
in the Huntington-Marietta area. So we have very nearly paid for 
ourselves throughout the basin and have more than paid for ourselves 
in some locations. But the fact that we were able to make those very 
material savings in the October storm and the March storm was due 
in great part to good luck, because the storms occurred in portions of 
the basin where we had completed reservoirs. Our major flood-con- 
trol problem arises from the fact that we have not yet started work 
on 41 of the 77. Until those, or equivalent ones, are built the threat 
of catastrophe is still hanging over the Ohio Valley. 

From 1938 to 1955, as you know, there has been an unprecedented 
economic development in the Ohio Basin. That has had only good 
results in most respects, but it has hurt us in that several of our 
reservoirs authorized in 1938 can no longer be justified economically 
because the value of the lands and the reservoir area has increased 
astronomically and the cost of relocations has increased. 

For example, on Turtle Creek, up near Pittsburgh, there is an au- 
thorized dam which can never be built. The Pennsylvania Turnpike 
runs right through the reservoir area, There are motels and juke 
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joints lining both sides of the highway and it would be utterly im- 
possible to spend the money needed to buy the reservoir area. 

Mr. Jones. Has recommendation been made to acquire real estate 
for the other projects ? 

Colonel Person No, sir. We can’t begin to acquire real estate until 
we get initial appropriation for construction, sir. 

Mr. Jones. Do you think it would be the better part of wisdom to 
acquire those sites to avoid the situation you have just described ? 

Colonel Person. I think it is too late, sir. I think already in so 
many of our projects, lands and other factors have developed so 
rapidly since 1938 that the only answer is to restudy the entire prob- 
lem. That was recognized by the Senate Public Works Committee 
and in May of this year, they approved a resolution calling for a 
review of the entire comprehensive plan and I am now working on 
the preliminary work to that review. 

Mr. Jones. That is the same situation that happened over in New 
England. These projects had been authorized but people moved in 
and now the only way you can get them out is to flood them out. 

Colonel Person. And the same thing that happened to New Eng- 
land in August, could happen here. 

Mr. Jones. Except we would have more damage here than you 
would have in the New England area. 

Colonel Person. It could be considerable; yes, sir. If we over- 
topped the flood walls at Cincinnati and Louisville, and Huntington, 
Marietta and Parkersburg, then we would have a catastrophe which 
would make the New England catastrophe look sick, 

Mr. Jones. What is the stage of the flow of the river at the present 
time? 

Colonel Person. It is fairly low. I would say the flow would be 
around 8,000 second-feet. 

Mr. Jones. If you did not have the dams constructed on the Ohio 
River, what would the situation be at Cincinnati, at the present time? 

Colonel Person. That is a very interesting point, sir. If we had 
not constructed our navigation dams, then someone would have had 
to build similar ponding structures, in order to permit the develop- 
ment of industry and communities on the Ohio River. Now, I am 
not talking about flood-control dams. Flood-control dams contribute 
materially to the flow. In fact, in the summer of 1953, releases from 
our flood-control reservoirs piled about 40 percent of the flow of the 
Ohio at Steubenville and about 25 percent of the flow of the Ohio 
right here in Cincinnati. But disregarding that, if we had not built 
our navigation structures, then during low-water periods, the Ohio 
River would be a series of stagnant, shallow pools, separated by bars, 
and there are people right in this room who can remember when you 
could wade the Ohio at Cincinnati, at low water, and you could not 
have developed the economy and the communities of this valley with 
their tremendously increased demands for water, without putting 
something in the river. , 

Mr. Jones. Man will require increased storage capacity to take care 
of the need for domestic and industrial water and to keep something 
like a reasonable flow in the river for navigation ? 

Colonel Person. For navigation we are all right now, sir, but with 
the ever-increasing demands of industry, and the increasing contribu- 
tion of waste matter from industry, we need very badly the water- 
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supply storage in our authorized fiood-control reservoirs, which have 
not yet been built. One of them particularly, the Allegheny Reser- 
voir, in almost the extreme northern tip of Pennsylvania, with a reser- 
voir area lying mostly in New York State, will have very, very impor- 
tant water-supply benefits all the way to Cairo, and in fact, at New 
Orleans. That, of course, is in the planning stage. It is the key dam 
in the entire project which is not yet placed under construction. 

Mr. Hess. Has any money been appropriated for it ¢ 

Colonel Person. Only planning money. 

Mr. Hess. Do you have any title to the land? 

Colonel Person. No, sir; we can buy no land until we get construc- 
tion funds. 

Incidentally, on the Muskingum project, which Mr. Browning dis- 
cussed yesterday, that project is not complete. The Dillon Dam, 
which is a vital part of the Muskingum project, was begun prior to the 
Korean war. We spent about $9 million on it and have not yet had 
any money to start work again. 

Mr. Jonxs. The testimony, as I see it, is that there will not be fur- 
ther increase of industry, and protection of the industries already 
located here, unless the works on the Ohio River are continued, in 
order that they will have an industrial and municipal water supply 
in addition to the flood protection. 

Colonel Person. That is my very strong opinion; yes, sir. 

Mr. Jones. So this valley is going to progress as fast as we progress 
with the prudent use of our water. 

Mr. JENKINS. You are showing no favoritism anywhere from Pitts- 
burgh to Cairo. They are all needy to a certain percentage and that 
is your position ? 

Colonel Person. Exactly, sir. 

Now, on navigation, the Ohio River navigation system carries more 
inland tonage tha: any other American river. I have said this 
so many times it has become a cliche, but it is nevertheless true and not 
too many people have recognized it, that in 1953, the Ohio carried 
62 million tons—one and a half times as much as the Panama Canal. 
Now, everybody in the Ohio River knows about the Panama Canal, 
but I would bet that 90 percent of the people getting their livelihood 
from the river don’t realize that they have a navigation artery in 
being that carries one and a half times as much tonnage. 

Now, tonnage did drop somewhat in 1954, down to 55 million 
tons, due largely to reduction in coal shipments, but 55 million is 
still a respectable tonnage, and our lockage records indicate a very 
definite upward trend in 1955. I wouldn’t be at all surprised to see 
us hit well over 60 million again. 

That traffic is carried through a system of 46 locks and dams, all of 
them old, and all of them obsolete—most of them old. 

We have a modernization program providing for a total of 21 
modern structures, each with a 1,200-foot lock. When we first started 
the Ohio project in 1910, we were roundly criticized for squandering 
the Government’s money by building enormous locks the same size 
as the Panama Canal locks, when any idiot knew navigation would 
never have anything to use those tremendous monuments, but now 
almost 40 percent of our tows have to break up in two parts and 
lock through in two sections, because it is common to have tows well 
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over 1,000 feet long; a thousand, 1,100, 1,170. And when you have 
to break a tow in two and lock it through a lock, you have lost much 
more time than you can add up. 

We have actually started work on the New Cumberland locks and 
dams below Pittsburgh which replaces old dams 7, 8, and 9. It is the 
most critical at the moment, largely because lock 7 is gradually being 
pushed into the river by a slide in the mountain behind it. 

I was talking to the chairman of the board of Wheeling Steel a few 
weeks ago and he told me that unless we get New Cumberland finished 
before lock 7 is pushed into the river, then Wheeling Steel will shut 
down until navigation resumes, because there is no physically possi- 
ble way of getting coal to that plant except by river. 

We have also started work on the Greenup locks and dams, up here 
near Ashland, which will eliminate a bottleneck in one of the heaviest 
traveled portions of the river. The last Congress appropriated money 
to begin construction of the Mottland locks and dams about 60 miles 
below Cincinnati. 

We have recently received approval from the Board of Engineers 
for Rivers and Harbors and the Chief of Engineers and anticipate 
early approval of the Secretary of the Army for the reconstruction of 
locks and dams 41 at Louisville. That Louisville situation is unique 
on the river in that we still continue to use a dam built in 1830. The 
locks were constructed 35 or 40 years ago, but the physical capacity of 
those locks is 18 million tons per day, assuming that every bit of traffic 
arrives at the proper time to be locked through in turn and you con- 
tinue 24-hour 7-day operation without any break. ‘That sort of thing 
doesn’t happen. Last year we carried more than 12 million through 
the lock. There is assured tonnage next year of 4 million tons of coal 
added to that 1214 million going to the powerplant near Madison which 
produced power for the Atomic Energy Commission. So without any 
normal increase in traffic—and we know there will be some increases— 
in a year we will have come to a tonnage of over 16 million tons, as com- 
pared to the theoretical capacity of 18 million. It is obvious that that 
lock is going to be the major bottleneck on the river. Funds have 
been appropriated for planning. We will have planning completed to 
the point of beginning construction at such time as construction funds 
may be appropriated. 

Mr. Hess. There are no dams contemplated between Martin and 
Greenup, are there ? 

Colonel Person. Yes, sir; New Richmond. On New Richmond we 
have submitted to the Chief of Engineers a recommendation for its 
construction. That recommendation and study now is in the hands 
of the Board of Engineers for Rivers and Harbors, and I expect it 
will come up for consideration at the January meeting. 

We should start planning active engineering of that project. 

Mr. Jenkins. Just where is that located ? 

Colonel Person. It is at New Richmond, which is about 35 or 40 
miles upstream from Cincinnati. 

Mr. Hess. And Markland is about 50 or 60 miles down ? 

Colonel Person. Yes, sir. 

On the tributaries we have construction appropriated for the Hilda- 
brand locks and dams on the Monongahela. We have work started 
on locks 1 and 2 in the Green River, and the Cheatham and Old Hickory 
locks are now operating, though the powerhouse is not complete, and 
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we are actively planning, preparing engineering designs for the lower 

Cumberland project, which is to be constructed on the Cumberland 
just above Paducah, where the Cumberland and the Tennessee come 
within a mile and a half of each other. It will tie the Cumberland 
to the Tennessee, and we will have both flood control, navigation, and 
power benefits. 

The other problem that we have and the other contribution that we 

make to the valley, besides power, which is important on the Cumber- 
land—Wolf Creek, and so forth—that is important. They produce 
three-quarters of a million kilowatts, which is sold through the South- 
east Power Administration, to the T V A, but of the related water uses, 
so-called, the things that you g get for free from flood control and navi- 
gation str uctures, ‘I think that: water supply is not only of vital impor- 
tance now but is increasing in importance to an unprecedented degree. 

Mr. Jones. Will you explain to the committee, Colonel, why it is not 
included in the project at the present time / 

Colonel Person. Well, sir, for new projects which are not author- 
ized, or for projects which do not specifically authorize in the law the 
inclusion of low-flow regulation storage or water-supply storage, the 
current policy requires that before I can put water-supply storage 
in any reservoir, I must get some local interests to agree to pay for it. 
Now, that might be a fine theory and I am not objecting to the theory, 
and it might work in practice where you have a small dam with a 
community directly below it which runs a pipeline up and takes water 
out of the reservoir instead of drilling wells. But we have a much 
more critical problem and much bigger problem than that. For 
example, Aileghins Reservoir, which I mentioned before. We built in 
northeastern Pennsylvania with a reservoir area lying in New York 
State. It will have beneficiaries of its low-flow regulation, running 
from Pennsylvania to Mississippi. Now, on the present theory and 

resent—now I can put it in, because it was authorized by prior law, 
but under the present policy, I would have to go with my hat in my 
hand to New Orleans, to Vicksburg, to Cairo, Paducah, Evansville, 
Louisville, Ironton, Cincinnati, Pittsburgh, passing the hat for local 
contributions, and if anyone of the identifiable beneficiaries said, “No, 
I can’t contribute,” then I couldn’t put it in. 

Mr. Jones. There is no author ity under the law for you ? 

Colonel Person. There is in the one particular reservoir, yes, sir; 
but under the present policy I would have to get specific authorization 
of the Congress before I put any in, and under present policy, that 
would require preliminary agreement of local mterests to assume 
their share of the costs. 

Mr. Jones. That would have to be included in the authorization act, 
itself. 

Colonel Person. Yes; it would, sir. 

Mr. Jonrs. And it must set forth in clear terms the amount of local 
participation and the benefits they expect to derive. 

Colonel Person. Yes, sir. 

And policy is hazy to some extent. Law is unfortunately almost 
absent in that respect. The contributions which we have been able 
to make to low-flow regulation—and they have been considerable: 
70 percent of the flow of the Monongahela in 1953; 80 percent of the 

Mahoning in Youngstown, which kept the steel mills going—even 
25 percent of the flow at Cincinnati, have been contributed by our flood- 
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control reservoirs. But that storage was put in because we thought 
it was a good idea. Not because there was any policy established by 
the Congr ess for its insertion, but merely because we were able to do it 
more or less within the framework of existing law. 

Mr. Jenkins. You did that on the Tom Jenkins project. 

Colonel Person. Yes, we did. 

Mr. Jenkins. One engineer estimated that has been worth a million 
and a half dollars to those people. 

Colonel Person. Yes. 

Mr. Jones. The whole problem is going to grow in importance. 

Colonel Person. That is right. The country is growing at the rate 


of 2 million people every year. Every one of those people uses more- 


water. 

Mr. Jones. In these hearings we have not been in a single area where 
there isn’t a shortage of water. 

Colonel Person. Over 1,000 cities had water troubles last summer. 
And the agricultural use of water is increasing far more in the so- 
called humid East than it is in the West. 

Mr. D. R. Sisson, of Purdue University, made the statement recently 
that in 8 Midwestern States the number of acres irrigated. increased 
from 14,000 in 1945 to 213,000 in 1954—15 times increase in 9 years. 
And industrial use is 8 times as great today as it was in 1900 and it is 
estimated it will increase another 250 percent by 1975.. Water has 
become the indispensable element if you are going to continue the 
present economy and to expand the economy as it must expand. I 
think the problems involved are the problems of funding, of water 
rights, of cost allocation, the nature and extent of Federal and non- 
Federal participation and are not adequately spelled’ out by existing 
law, and I feel that some type of legislation should come out. I am 
not trying to tell Congress what to do, but we need some legislation 
which will recognize the problem and which will establish the ground 
rules by which we can work. It seems to me that legislation might 
well include an appropriate declaration of policy similar to the one 
expressed in the Flood Control Act of 1936. 

Mr. Hess. Has the Corps of Engineers asked Congress for it? 

Colonel Person. No, sir. There is pending a bill, I believe, which 
passed the Senate last June, just in the closing days of the session, 
introduced by Senator Kerr, but that bill has to do, obviously, with 
direct. withdrawals from a reservoir, where a city gets water from a 
reservoir, instead of developing an alternate source. Well, that is a 
problem, of course, but it is a problem where obviously the city should 
pay for it. The thing that worries me is not the minor problem of a 
local city getting local water from a local reservoir, but the big prob- 
lem where you have a series of reservoirs, each contributing to the 
water needs of an entire basin. 

Mr. Scuerer. Has the Corps of Engineers taken any position on 
any of the recommendations made by the Hoover Commission ? 

Colonel Person. I don’t know, sir. I know that the President’s 
Advisory Committee on Water Resource Policy has studied the 
Hoover Commission report and has completed its report on the re- 
port, ready to give it to the President. Knowing that it was in such 
good hands, I have paid very little attention to the report myself. 
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ht Mr. Scuerer. How about that part of the report that refers to tolls? 
a Colonel Person. I can testify to that. We are diametrically op- 
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posed to tolls. 

Mr. Scuerer. How do you feel about the rest of it, as it affects these 
problems you have been discussing with us here? 

Colonel Person. I am in a rather bad position to comment on that, 
Du sir. In the first place I know that the President’s Committee has 
. finished its report to him and I have a right sizable job on my hands 
running the river, and knowing that that committee was working 
on it and knowing that they are a lot smarter than I am, I haven’t 


te paid too much attention to it, sir—except for the matter of tolls, 
re- which my friends are very properly and very deeply concerned about. 
Mr. Scuerer. Well, the report deals with some of these problems 
re ‘ that you have been discussing with us. 
Colonel Person. I think it is an interesting thing, that had navi- 
r. gation not required the construction of our navigation dams, ‘some- 
» body would have had to build some similar structures in the river in 
order to insure an adequate year-round water supply for the develop- 
ry ment of industry and communities in the valley. Under the condi- 
d i. tions of the natural river, I am sure that Cincinnati could not have 
S. i. grown to its status today. 
1S | Mr. Jones. It is hard to get people to think about water until you 


get a flood or a drought. 


se tras cae 


e Colonel Person. That is the positive truth. In fact, I have recom- 
I mended, sir, that within at least 1 year after completion of every 
ir: local protection project, we have the project flood. It makes the 
\- maintenance problem much simpler. 

o Mr. Jones. Colonel, your recommendation is that the Flood Con- 


trol Act be amended to authorize the Corps of Engineers, the Bureau 
of Reclamation or any other agency engaged in construction of dams 
or reservoirs, or any other purpose, can include in it economic justi- 
fication based upon the future use of that water for industry or for 
domestic or municipal use. 

Colonel Person. Yes, sir. 

For our purposes it would be sufficient to amend the Flood Control 
Act, but I feel for the entire picture it might be more appropriate 
¥ to pass a completely new set of legislation which would apply to all 
rl 4 the agencies engaged in water resources development. For our own 
selfish purposes—and by “selfish” I mean development of our 
: | country—it would be enough to amend the Flood Control Act. 

1 Mr. Jonss. That is right. For the Corps of Engineers, the amend- 
1 ment of the flood control act would suffice. 

: Colonel Person. Yes. 

> Mr. Jones. So you could estimate that in a dam, at the present 
time, the water being contained in that has no economic justification, 
. but in 20 years it might be worth $1 million a year. So that justifica- 
tion can be projected because we know we will have a use for that water 
but the provisions cannot be made now, under existing law. 

Colonel Person. Yes, sir; and I feel that that legislation, if enacted, 
should contain specific comments and establish specific rules govern- 
ing the amount and extent of Federal versus non-Federal participa- 

i tion. 

At the present time we are governed only by policy. Policy can 

change as personnel changes. Even within our own corps we have a 
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difference of opinion as to the nature and extent of the Federal and 
non-Federal participation, and it seems to me if the program is to 
be developed on a nationwide basis, then there should be legislative 
decision as to what the policy should be, so we won’t have to depend 
upon the shifting winds of people. If we could have law, rather 
than people, we would be much better off, sir. 

Mr. Jones. Colonel, you have done a splendid job down the river. 

Colonel Person. Thank you, sir. 

Mr. Jones. Congress feels you are one of the better officers of the 
corps and it has been nice to have you with us. 

Colonel Person. I appreciate having been called. 

Mr. Jones. Mr. Paul G. Blazer, Ashland Oil & Refinery Co. 


STATEMENT OF PAUL G. BLAZER, CHAIRMAN, BOARD OF DIREC- 
TORS, ASHLAND OIL & REFINING CO., ASHLAND, KY. 


Mr. Biazer. My name is Paul G. Blazer. I live at Ashland, Ky. 
IT am chairman of the board of directors of Ashland Oil & Refining 
Co., a Kentucky corporation, with its principal offices at Ashland. 

I am appearing before your special subcommittee in opposition to 
the recommendation of the Hoover Commission that user charges 
sufficient to cover operating and maintenance costs be imposed on the 
inland waterways. As you know, there has been considerable testi- 
mony presented to your committee, concerning the importance of the 
Mississippi River and Ohio River particularly, and its tributaries, 
pertaining to the growth of industry, and particularly industry which 
deals in bulk commodities in which there is transportation involved, 
representing a very substantial part of the total cost of the commodity. 

Many industries along the Ohio River have selected their location on 
the strength of low-cost water transportation. These industries 
would not have picked their present locations for millions of dollars 
of investment had they not relied on the advantages of low-cost water 
transportation. 

I am going to take the liberty, if I may, of using as an illustration of 
that point, the history of our own company, in which I participated 
im the organization almost 32 years ago. 

Mr. Jones. Do you operate your own fleet / 

Mr. Buazer. We operate boats and barges of our own, and we also 
purchase a number of million dollars a year of water transportation 
from other carriers. 

Prior to the organization in 1924 of Ashland Refining Co., which 
was the name of the company then, I had been associated with two 
other oil refineries neither of which was located on streams providing 
significant water transportation nor were they connected to pipelines 
for the transportation of refined products. Both of these refineries, 
representing rather substantial investments, were dismantled because 
they could not compete profitably with refineries having available 
low-cost transportation facilities which mean either pipelines or 
water. These refineries were also small and could only compete in 
local markets not adequate to support a profitable oil refinery. 

Recognizing the disability under which the plants with which I had 
been associated were operating, I was responsible for the location of 
what is now our present refinery near Ashland, Ky. Really, it is near 
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the mouth of the Big Sandy River, which separates West Virginia 
and Kentucky and is in sight of the State of Ohio. 

I selected that location solely for the purpose of obtaining low- 
cost transportation. A pipeline was built from the nearby oilfields 
into the refinery and water transportation was used for the ship- 
ment of the bulk of the products going out. Originally, our plant 
was but 1,000 barrels per day, w hich represented, you might say, all 
the money we had because we only put into it $250,000 and we had 
less than 30 employees. However, that was not an economically sized 
refinery and we immediately got into water transportation to ‘extend 
our markets. This refinery is s by water approximately 150 miles up- 
stream from Cincinnati on the Ohio River. Cincinnati became one 
of our principal markets. 

That refinery has grown steadily over the last 31 and a fraction 
years, to where it is now more than 50 times as large as originally. 
The oilfields of eastern Kentucky have pretty much played out. 
Crude oil is brought by water to that location from distant points. 

The great impetus for the increase in the capacity of this plant 
occurred duri ing World War If. The Government came to us and 
asked us to build a large plant fer their account. Submarines were 
destroying oceangoing tankers almost ev ery day. They were coming 
to the surface within sight, at times, of some of the largest oil re- 
fineries on the gulf coast and the Atlantic seaboard. There was 
threatened a very serious shortage of petroleum products for the 
entire eastern seaboard which previously had obtained the greater 
part of its petroleum from the gulf coast, from Venezuela, and other 
fesdiene points. I would say that 90 percent of the eastern seaboard’s 
requirements had been brought in from these points either in the 
form of crude oil which was then refined, or in the form of finished 
products. 

The Government solved the problem of supplying the eastern sea- 
board in many ways, one of which was the building of pipelines cost- 
ing a number of 100 million dollars at Gove rnment expense to bring 
products from the gulf to the east coast. It was found, however, that 
less steel was required and less strategic material used, to move 
petroleum products by water than by pipeline. So there was a large 
program of building of boats and barges at Government expense. 
Our company alre rady had one of the largest fleets of oil barges on 
the inland waters and we built at our own expense many millions of 
dollars worth of additional oil transportation equipment which was 
used in the war program. In addition, we used much of the Govern- 
ment-built petroleum transportation equipment for the movement 
by water. 

The Government spent many millions of dollars enlarging our 
refinery because it particularly fitted their purposes. They ‘could 
bring crude oil by pipeline to the Mississippi and Ohio Rivers from 
all of the various oilfields in Louisiana, Arkansas, Texas, southern 
Illinois and Indiana, and western Kentucky. That crude oil could 
be brought into our refinery by barge and refined into 100 octane 
aviation gasoline, fuel oil, gasoline, and burning oils and then barged 
out of our plant to the upper Ohio River, the Pittsburgh district, 
and put into pipelines which were already in existence and moved 
to the east coast. 
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I am sure that those who were responsible for the transportation 
problems of petroleum during the war will tell you that our inland 
waterway situation and the facilities that were built to take advantage 
of it actually saved the day so far as the inland and eastern seaboard 
requirements of petroleum products were concerned. 

After the war we had had on our hands a large plant. We had only 
local markets. Unless we expanded our facilities for the transporta- 
tion of refined products, well, say, the whole length of the Ohio River 
we could not hope to operate our plant. By the use of river transpor- 
tation, we have been able to expand our market and to continue to 
operate our plant at Catlettsburg. The market served by this plant by 
water transportation is a large one inasmuch as the Ohio River lacks 
only a few miles of being a thousand miles long between Pittsburgh and 
its mouth at Cairo, I). 

When people talk about river transportation taking business away 
from railroads, I have sometimes surprised them by telling them that 
the larger aspects of the petroleum business are not susceptible to rail 
transportation under any conditions, I have illustrated it by saying 
that we have a refinery 10 miles from Ashland. It costs us more to 
bring gasoline that 10 miles, either by truck or rail, into Ashland than 
to move it by barge to any point on the nine-hundred-and-eighty-odd 
mile stretch of the Ohio River. 

The cost of moving petroleum products by rail over the distances 
that most petroleum moves is many times the cost of moving by water. 
It isn’t a case of competition between rails and water, it is a case of 
competition between water and pipelines. Pipelines are the 
cheaper—cheaper than water if you get up to relatively long move- 
ments in quantities, we will say, of 150,000 to 250,000 barrels a day. 
Only the very largest oil companies move in those quantities and very 
often it is 2 or 3 large oil companies that join together in those big 
undertakings by pipeline. 

We are an independent refiner and while we are not a small company 
in one sense of the word, we are small relatively in the oil industry. 
We would probably be classed as a medium sized refiner. The small 
refiners have practically all gone out of business. We recently closed 
down a 10,000-barrel-a-day refinery because it was too small for eco- 
nomical operation, yet 25 years ago that was a big refinery. Oil refin- 
ing has become so highly technical and so much equipment is required 
to produce gasoline of the high octane specifications required today, 
that you have to have big volume. Our refinery at Catlettsburg, Ky., 
which now refines more than 50,000 barrels a day, could not survive on 
the basis of the amount of crude oil available from nearby oilfields nor 
could it survive on the basis of nearby markets. We have to move our 
products in large volume over a large area. If we did not have water 
transportation that plant would be dismantled. 

As I have stated, we are a medium-sized refiner and the river is 
the means by which the medium-sized refiner competes with the big 
refiner. We have wanted to get into the pipeline which parallels 
the Mississippi and Ohio River system moving crude oil from Louisi- 
ana, Texas, and Arkansas to refineries right here in the Cincinnati dis- 
trict and on north to Toledo, Lima, Cleveland, and Detroit. We were 
not able to get into it. "We have not been able to get into a partnership 
with our big major competitors in other pipelines that would be very 
profitable. Maybe one reason is because we sell to independent gaso- 
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line stations who often sell gasoline 3 or 4 cents a gallon less than the 
major oil companies and they don’t like that competition. I suspect 
they are not always too friendly to us for furnishing supplies to those 
independents. But that issomewhat beside this point. 

The question, of course, before us here today is, What is the actual 
impact of these tolls? Well, the estimate that we have—the best esti- 
mate that we have been able to get from the United States engineers, 
indicates that on our low-cost movement—and petroleum is a low-cost 
movement by water—the imposition of tolls will increase our trans- 
portation costs by more than 25 percent. Transportation is a very big 
factor in our business. On the basis of current earnings which are 
higher than normal, the estimates of the tolls would cost us approxi- 
mately half of our total — from our largest refinery. Those 
profits are at the rate of about $2.5 million a year, and the tolls are 
estimated to cost us around $1.25 million a year. Based on some of 
the years we have had comparatively recently, the estimated costs of 
tolls would wipe out all the profit of that refinery. : 

Now someone might say, “Well, you didn’t use good judgment in 
building up that large investment at what might be termed an inter- 
mediate refining point,” where we have to bring our crude oil a con- 
siderable distance and where many of our products move a considerable 
distance. 

I think, on the basis of what everybody knew and thought at that 
time, we were justified in assuming that a policy that had prevailed 
for more than 150 years, which had first been enunciated in the North- 
west Ordinance, actually over almost 170 years ago, and which had 
been reaffirmed by the Congress, was a reasonably stable policy on the 
part of the Government. 

I can’t recall that I even gave consideration in selecting that point 
to the question of whether there would ever be tolls on the river. It 
wasn’t an issue. That issue in any serious way has only come forth 
in comparatively recent years as a result of agitation of the railroads. 
The recommendations of the Hoover Commission embody a very large 
part of the legislative program, which in recent years has been pro- 
posed by the railroads and supported by what I am sure you gentle- 
men know to be the most effective and probably the largest lobby in 
the United States. I think it is a real threat to us, because they have 
power, and we people who use the river most are relatively small. Yet 
the public who derives the benefits of that usage includes a vast number 
of people. They are not conscious of what is involved. 

Take the case of petroleum. The price of petroleum products at 
practically all points along the Ohio River—certainly until you get 
up near Pittsburgh—is really the price of crude oil plus refining costs 
and a margin of profit, f. o. b. the gulf coast, plus water transportation 
to the points of consumption. Take, for instance, the price of gasoline 
at Ashland. We move the most of our crude oil up the river, and 
consequently we have to recover the cost of that transportation, so we 
sell our products in competition with the gulf coast, plus water 
transportation from the gulf coast. 

Our markets at Ashland are not much higher than the gulf coast 
markets, than the difference between the market at Ashland and the 
market, for example, at Pikeville, Ky., 125 miles from Ashland. In 
other words, when you get to Ashland and then want to move that 125 
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miles by rail or truck, you double the transportation from the gulf 
coast, and you double the differential over the gulf coast. 

I cannot think of any better evidence that these transportation 
savings are given to the public. If you want to take the price of gaso- 
line at Lexington, Ky., you will find it is built up by water transpor- 

tation to Louisville and by truck or rail to Lexington, and Lexington 
is that much higher. 

Mr. Jones. The railroads claim that that subsidy goes to you, 
though. That is a subsidy you enjoy. 

Mr. Buazer. I wish our profits were one-fifth as much as the differ- 
ence between the cost of bringing those products up by rail and the 
cost by water. It costs approximately, to move that distance, 5 cents 
per gallon for gasoline by rail. 

Mr. JONES. Y ou evade my question. They say you are getting a 
subsidy which they don’t enjoy. That is the position of the ‘railroad. 

Mr. Buazer. I will deal with this in a second but what I want to 
point out is that if there is a subsidy involved, we do not keep it but 
the public gets‘it. The cost of gasoline at Cincinnati, if it were not 
for low-cost tr ansportation by water and pipeline, would be as high or 
higher than the price of gasoline back in the hills of Kentuc ky. If 
gasoline from the gulf coast and Southwest areas to the Cincinnati 
market was moved by rail or if crude oil used by refineries in the Ohio 
River area was moved by rail, the cost of gasoline in Cincinnati would 
be much higher. Today the’ price of gasoline south ‘of Cincinnati is 
consider: bly higher than it is here. This is due solely to the increased 
costs of transportation. We pass along competitively any transporta- 
tion savings. Water transportation is available to all our competitors 
and there are no petroleum products which move into our area by rail. 
This is pretty good evidence that we do not keep any savings. If we 
retained the savings, the price of gasoline would be 4 to 5 cents a gal- 
lon out of line with present prices in order to compensate for “the 
increased cost of rail transportation. 

Mr. Jones. The point is that you are the immediate beneficiary and 
not whether you are passing it on. While it might inure to the public 
benefit at some later time, that is not their contention. They claim you 
are the immediate beneficiary and therefore you are being subsidized 
by the Federal Government. They are excluded from that subsidy 
and therefore they w ant to protect the Federal Treasury. 

Mr. Buiazer. If we give to the public all the benefits of that and do 
not keep them for ourselves, we ourselves are not subsidized. The con- 
sumer is subsidized. 

Mr. Jones. You will not stay with my question. I am trying to not 
get into your business, but rationalize with the bare proposition of 
subsidy. That is the only thing I am trying to get you to do, Mr. 
Blazer. You keep talking about. passing it on down the line. I want 
you to stay with me on that one point for just a few minutes. 

Mr. Briazer. Well, I will say this: There is not any question but 
what the nav igation aids and the locks and dams do promote water 
transport: ition. Were it not for those, ‘we would not have a refinery 
here, we would have a refinery on a pipeline some place, and if those 
aids. were taken away from us, we would have 1 or 2 choices. If we 
had the money, we would either do like some of our large competitors 
and build a pipeline paralleling the Ohio River to bring our crude 
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oil to our refinery and build pipelines from the refinery to various 
markets in order to distribute refined products. It isn’t probable 
that we would be able to do this. The investment necessary in order 
to produce these pipeline facilities is so large that it would be more 
economical for us to abandon our refinery and build it at some other 
location even though the relocation would cost approximately 15 to 
20 million dollars. The economics of the problem are such that we 
would have no alternative but to relocate. 

Now, from the standpoint of subsidy, I think the railroads probably 
have some points, that water transportation receives the aid of Gov- 
ernment. But rail transportation receives the aid of Government. 
The amount of money that is spent on maintaining these locks and 
dams is relatively small as compared with the amount of money that 
has been appropriated, even in recent years, by the Federal Govern- 
ment to aid in the elimination of grade crossings. And why do grade 
crossings have to be eliminated? So the rails can run their trains 
at breakneck speed and that is really essential, of course, to their 
business. 

Mr. Jones. You recognize the legal situation on the Ohio River, 
that that is recognized under the Constitution as being Federal 
property ? 

Mr. Biazer. That is right. 

Mr. Jonegs. It belongs to the people ¢ 

Mr. Buazer. That is right. 

Mr. Jones. All the people ¢ 

Mr. Biazer. That is right. 

Mr. Jones. And it is being developed for and by the people? 

Mr. Biazer. That is right. 

Mr. Jonegs. So it is not a question of subsidy, it is just a question 
of form of Government; isn’t it? 

Mr. Buazer. It is how narrowly you defined subsidy. The farmer 
is subsidized and so is everybody else. 

Mr. Jones. I am being subsidized if I come up here as a defendant 
in this court. And the court, even though I don’t have the money to 
pay for a lawyer, he will appoint a lawyer for me, and the court will 
pay him, and I am cleared by a jury of the cost involved. That is a 
function of Government; is it not? 

Mr. Buiazer. It is hard to say where the normal function of Govern- 
ment ny and the subsidy starts. 

I may be a quail hunter. I get a lot of aid from the Government on 
that. There isn’t anybody who doesn’t get aid by Government and 
I think the broader conception of Government is that its business is to 
promote the interests of all the people. 

I don’t consider that the dams and locks on the Ohio River and the 
maintenance of navigation aids represents any unreasonable expendi- 
ture on the part of the Government in behalf of the people of this 
great area. 

And I illustrated what happened to our own company building a 
plant, relying on this policy that has been in effect. for 150-odd or 
more years, but there are new big plants being located every day 
along the Ohio River. It is one of the greatest national assets. 

Mr. Jones. You heard the Colonel testify this morning? 

Mr. Buiazer. I was out of the room for a minute. 

Mr. Jones. You might have to have more works done on this river 
if you are going to continue to expand industry. 
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Mr. Buazer. For instance, we have had two of the largest corpora- 
tions in the United States come to us in the last few weeks and say they 
want to build a multimillion dollar petrochemical—really a chemi- 
cal—plant, on the Ohio, and would be able to supply them with the 
raw materials. 

We would have to spend another $15 or $20 million to produce out 
of petroleum the petrochemicals they need. One of the products is 
nylon, for instance. The chemical industry is a tremendous industry, 
and because of the proximity of coal and the natural gas fields in this 
general area, supplemented by the large gas lines coming through 
from Texas and Louisiana, all of which cross practically all of the 
important ones for the east cross the Ohio River is an area of 
150 miles along here, and these chemical plants are being built for 
the extraction of hydrocarbons out of that gas, and there isn’t any 
question but what this is destined to be the greatest chemical center in 
the entire United States, and all the people of the United States will 
benefit from it. They are selecting this area partly because of water 
transportation and raw materials; partly on account of low-cost water 
transportation on semirefined liquids which come out of those plants 
and go to other plants for final processing in the textile and other 
industries. 

I just can’t conceive of anything that the Government of this coun- 
try can do, that would be as great an economic set-back to the United 
States, as to put tolls on the Ohio River and set a precedent for that 
in other parts of the United States. 

Mr. Jenxrns. Isn’t this going to be true 

Take the Greenup Dam. When Greenup Dam is finished, that will 
apply a constant water level of, say, 25 feet more, won’t it? 

Mr. Buazer. That is right. 

Mr. Jenxrins. And up where your plant is, it is going to be run 
back to where your plant is and you will have some big water above 
where your plant is. Now, then, you naturally owe something to those 
fellows who produce oil and gas in small quantities up in back of you 
in the hinterland. 

Mr. Buazer. That is right. 

Mr. Jenkins. The construction of this dam is going to enable you 
to do that, but if you are going to have to pay tolls, you will not do it? 

Mr. Buiazer. I will put it this way: We will not be able to bring in 
from outside the amount of crude oil to operate an economical refinery, 
and then the producers of eastern Kentucky, for example, will prob- 
ably have to take—even if they had water transportation, 50 cents a 
barrel less for oil, to get it to a refinery such as here at Cincinnati or at 
Pittsburgh or some other metropolitan area, on a pipeline. 

On the other hand, if the water transportation were destroyed, they 
would probably have to take a dollar less to absorb other means of 
transportation or absorb the tolls and so forth. 

Mr. Jenkins. They wouldn’t stay in business, that is all. 

Mr. Buazer. That is right. 

You can’t build an economic structure such as we have in the Ohio 
Valley, dependent on water transportation, and do anything which 
will add, as in the case of ourselves, 25 percent to our transportation 
costs, without—— 

Mr. Jones. Have you read the other recommendations of the report ? 

Mr. Brazer. Yes, I have read many of them. 
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Mr. Jones Do you place the same high value on the other provisions 
as you do on No. 8? 

Mr. Brazer. I have been disappointed in the Hoover Commission re- 
port asa whole. There are many things in there which I think are rev- 
olutionary and all I can say is that some interests succeeded in getting 
their views across very well to the Commission. 

Mr. Jones. Any questions? . 

Mr. Scuerer. You pointed out that if these tolls were imposed, your 
profits would be decreased, considerably. Consequently, the 52 per- 
cent that you pay to the Government in Federal income taxes would 
be decreased proportionately. 

Mr. Buazer. That is right. 

Mr. Scuerer. Therefore, the Government would come out about 
the same. 

Mr. Buazes. That is right. Well, I am sure that anything which 
promotes industrial prosperity, helps the Government and helps all 
the people. But we don’t take an excessive profit. Our profit against 
sales—now this will illustrate something to you—runs less than 4 
percent of our sales. When you consider that our transportation in 
the oil industry probably represents close to 25 percent of sales, you 
can see how any substantial increase in the cost of transportation wipes 
out a profit which in our case is roughly 4 percent of sales. We just 
don’t have the profits to support it. 

Mr. Scuerer. On that basis, the Government would lose, even if it 
got the tolls. That is, in actual money into the Treasury. 

Mr. Briazer. That is right. 

Mr. Scuerer. Since you pay a 52 percent corporate tax. 

Mr. Briazer. We do pay 52 percent. We are interested primarily 
in the refining branch of the industry and we get no benefits that are 
alleged to the oil industry from other tax provisions. 

Mr. Scuerer. If I follow your thinking, the Treasury would actu- 
ally get less dollars. 

Mr. Briazer. If you think of our company as a whole, I am esti- 
mating that the Government would stand half of that million and a 
quarter dollars a year, and that is six-hundred-and-some-thousand 
dollars, and that goes quite a ways in the maintenance of this pro- 
gram here. 

But the big thing of it is that many companies have selected their 
plant locations, and invested millions of dollars and have brought 
thousands of employees into this area, on the assumption that the 
fundamental economic conditions of transportation, dependent on the 
water in the Ohio River, would not be changed. And that is just 
like changing the rules in the game after the game is started. 

Mr. Jones. Any questions? 

Mr. Liescoms. No, sir. 

Mr. Jones. Thank you very much Mr. Blazer. We appreciate your 
testimony. 

Now we have 15 witnesses scheduled for today. The witnesses are 
here from New York; Fort Wayne, Ind.; Ashland, Ky.; and St. Louis, 
Mo., which means that the witnesses have come considerable distances 
to testify. We do not want to have anybody excluded and it is going 
to be necessary, if you have long statements, you are going to have 
them make them a little bit short, and cooperate with the Chair in 
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trying to be helpful and conserve as much time as we possibly can,. 


in order that all the witnesses can be heard. 

I would appreciate it if the witnesses would keep that in mind. 
If you have extended testimony, attempt to summarize it. 

The next witness is Mr. R. E. Hatton, of the American Barge Line 
Co., Jeffersonville, Ind. 


STATEMENT OF ROBERT E. HATTON, VICE PRESIDENT, AMERICAN 
BARGE LINE CO., JEFFERSONVILLE, IND. 


Mr. Harron. Mr. Chairman and members of the committee, I am 
Robert E. Hatton, from Louisville, Ky. I am Vice president of the 
American Barge Line Co., and ours is a common carrier by water. 
We own a fleet of some 350 river barges and we operate some 16 tow- 
boats. Our total carrying capacity is over 300,000 tons in our barges. 

We are the company which moves this 4 million tons of coal from 
southern Indiana and western Kentucky, to Madison, Ind., the power- 
plant. We are currently moving that coal at the rate of 2 million 
tons a year. But by the end of 1956, that will go up to in excess of 
4 million tons on that one movement. 

In addition to that, our line-haul movement—when I say “Our line- 
haul movement” I mean that which originates in either Pittsburgh 
or New Orleans and goes to all intermediate points, or up the upper 
Mississippi—accounts for another 214 million tons per year. 

A common carrier, I would like to point out, serves at public rates 
and serves the intermediate points. 

Now, for all the tonnage that we and the other common carriers and 
other water industries carry on the rivers, the common-carrier busi- 
ness by barge is small business. The largest common carrier on the 
inland waterways has total assets of less than $25 million, and that is 
not my company. Weare smaller than that. 

As a matter of fact, by far the larger number of carriers who report 
to the Interstate Commerce Commission have assets probably of not 
much more than $1 million. There are 68 water carriers reporting 
revenues of as much as $500,000 or more, yearly. Those are called 
class A carriers. 

A class B carrier has revenues of $100,000 to $500,000. 

Now, all of the class A and B carriers throughout the country in 
1953—the last year for which there are published statistics—carried 
a total of only 76,400,000 tons of freight. That is, the water carriers: 
76,400,000. 

At the same time, the class 1 railroads originated 1,400 million tons 
of freight, or almost 20 times as much. 

Now, we in the common-carrier barge business are faced right now 
with a two-front war. In order to discuss what I mean by that, I am 
going to have to refer to the Cabinet Committee’s Report on Trans- 
portation, Organization and Policy. That has now been translated 
into a bill before the Senate of the United States, which is S. 1920, and 
the Harris subcommittee of the House Committee on Interstate and 
Foreign Commerce held hearings this summer. 

Now, the general effect of this Cabinet Committee report, if carried 
into effect, would be to take away from Interstate Commerce Com- 
mission, the power to fix actual rates or to approve actual rates and 
only empower them to approve reasonable minimum and reasonable 
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maximum rates. There is no question in my mind that having seen 
the testimony that was placed before that Cabinet Committee by the 
American Association of Railroads, who had had 2 volumes—they 
are 3 inches thick, each volume—of exhibits before that Committee. 

Our industry was not even invited to appear before that Committee. 
That Committee report makes several drastic changes in our laws 
governing the regulations of commerce. In the present act—and it 
has been there since 1940—the policy of the Congress is declared to be 
“to maintain and preserve the inherent advantages of each type of 
transportation.” 

That is removed, and a new concept called “dynamic competition 
between the carriers” takes its place. 

That means that selective rate cutting, or selective rate fixing, where 

‘ail is competitive with water, will t: ike place. 

Now, even under the power of the Interstate Commerce Commission, 


we 
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m. " today, 1 rail decreases as high as 62 percent have been approved. 

t- ‘ Now, if the Commission is given the power to fix only minimum and 

mn maximum rates, how much greater decreases might be approved, I 

rf have no way of knowing. Furthermore, this committee report pro- 

poses the removal and change of what is referred to as the fourth 

B- section of the Interstate Commerce Act. 

h ; Under the fourth section, a carrier may make application to charge 

or : less for a longer haul than a shorter haul which is included in the 
longer haul under certain conditions, provided the rate that he pro- 

S ‘ poses is justly compensatory, or reasonably compensatory. 


Now, the Commission has said in the past that they will not approve 


d ; a fourth section rate (1) which will be lower than necessary to meet 
I- existing competition, (2) they will not approve a rate w hich is so low 
18 ; as to threaten the extinction of legitimate competition by the water 
iS carriers. 

: Now, this Cabinet Committee report would remove that second 
rt | limitation. Furthermore, it would enable the rail carrier to put these 
rt Hi rates into effect without prior approval of the Interstate Commerce 
g i Commission. 

d I have said that the railroads are w aging a two-front war against 
our industry. That is one of the fronts. That is one of the pincers. 

The other, of course, is recommendation 8 of the Hoover Commission 
n that a toll or user charge be imposed on the water carriers of the inland 
dl : waterways to take care of the expense of maintenance and operation. 
+ Bear in mind the Hoover Commission report refers only to the 

inland waterways. Not a word is said about the coastal harbors. It 
8 i is inland waterways. Those of us who have at times stood on the 

: banks of the Hudson River or East River and watched these ferries 
Ww going across the rivers, we know that many ferries are owned and 
nt operated by the railr oads but the tolls which they recommend would 
3 be applied to the inland waterways. 

d : Now, much has been said before this committee—I do not intend 
d E to belabor the point—about the pledge made in 1787 in the Northwest 
d 5 Ordnance, but that, gentlemen, was truly a pledge, and action has 

: been taken in reliance on that pledge. 

1 r But I want to point out what this would actually cost my company, 


- : the company with which I am working: If we take the estimate of a 
: Board of Engineers of the Rivers and Harbors—the Corps of Engi- 
neers—that the cost would be eight-tenths of a mill per ton-mile, it 
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means that our added transportation costs for the year 1954 would be 
$2 million. 

Now, in 1955, we are currently moving about 4 billion ton-miles of 
freight—414 billion ton-miles of freight. You multiply that by 
eight-tenths of a mill, and you come out with a figure of $3,600,000, 
and that is what it would cost our company in added costs. 

But they say, “You can pass these costs on.” That is not true. 
Today we are in the process of protesting reduction in rail rates for 
the movement of sulfuric acid from Nitro, W. Va., to Jeffersonville, 
Ind., from $10.12 a ton, to $3.62 a ton. Those rates are being so 
depressed that it is impossible to pass on an added cost of transporta- 
tion which runs up as high as 40 percent. 

As a matter of fact, in 1954, had this user charge been in effect, my 
company, being unable to pass it on, would have lost $1.5 million. Ours 
is a small business. No inland waterway carrier can stand it. 

Now, we know that the Ohio River Valley is growing fast. The 
Federal Reserve bank at Cleveland estimates there have been 2,450 
new industries which have brought some $9 billion new property values 
to the Ohio River. They did it on the theory that it was a good place 
to be and water transportation and water availability was good, here. 

I want to point out, surely, we are being subsidized, the barge car- 
rier is being subsidized, but so is the user of water here in Cincinnati, 
in Louisville. The benefits of a high level of water, and a constant 
flow of water have been so ably pointed out by Colonel Persons. Every 
one of us benefits by it. 

Mr. Jones. The word “subsidy” is just a nasty word. 

Mr. Harron. That is just a nasty word. 

Mr. Jones. You are doing what you are supposed to be doing under 
the Constitution. 

Mr. Harton. I take that to be entirely true, sir. And, if there were 
a way to equitably apportion the benefits of these improvements to the 
recipients of these benefits, I would not oppose it. 

Mr. Jones. You are like the fellow who pays taxes even though you 
have nochildren. Youstill pay the taxes to the school. 

Mr. Harron. That is correct, sir. Yes, sir. 

There has been a double pincer attack on the common-carrier in- 
dustry. That was recognized by Congressman Holifield, who, inci- 
dentally, is a native of Mayfield, Ky. He is from California, of 
course, but I would like to point up again, what he said: 


If the advisory committee’s recommendations are made effective— 
that is, the Cabinet Committee— 


and this Commission’s recommendation imposing fixed user charges for naviga- 
tion is put into effect at the same time, the pincer on waterways will be ready 
to squeeze, waterway rates will be forced up at the same time the competitors 
are freed to establish, at their own discretion, discriminatory low rates based on 
much less than real cost of operation, to meet and destroy competitors. 

I would recommend, gentlemen, not. putting tolls on the rivers, but 
that we reaffirm at this time that which we said in 1787, that the 
waterways shall forever be free. 

Mr. Lirscoms. You spoke of this two-front war that you are en- 
gaged in with the railroads. 

You realize that this isn’t new, this proposal for tolls on the water- 
ways / 
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Mr. Harron. Yes, sir. 

Mr. Lipscomre. And it is not something new with this last Hoover 
Commission. 

Mr. Hatton. That is true, it is not new. It exists in the Panama 
Canal which was established for international trade. 

Too, in the congressional report on the St. Lawrence seaway, in 
their recommendation there, they said : 

We want to make this clear, that this is no precedent for the imposition ot 
tolls on inland waterways. 

Mr. Lipscoms. My point is, the Hoover Commission is not the first 
group or individual to suggest that tolls be charged on waterways. 

Mr. Harron. I agree with you, sir. 

Mr. Lirscomps. So it is not a new recommendation of any kind that 
you just became aware of. 

Mr. Harton. It is the first time it has been recommended, I believe, 
sir, by a body having the authority of the Hoover Commission. 

Mr. Lirscome. The same should be said with respect to Mr. Blazer’s 
testimony. I noticed that he thought it was rather new with the 
Hoover Ticsemindions But in 1940, President Roosevelt recommended 
user charges on waterways. President Truman recommended it in 
1951 and 1953, and then President Eisenhower, again in this last 
budget message in 1955, recommended it. 

It is not a new recommendation and you are, as I understood your 
testimony, against recommendation No. 8? 

Mr. Harron. Yes, sir, or any similar recommendation. 

Mr. Lirescoms. Do you have any other comments on the Hoover 
Commission report on water resources and power ¢ 

Mr. Harron. No, sir, I do not. I have read the report but I am 
only concerned from a business standpoint with recommendation 8, 
which threatens the extinction of my industry. 

Mr. Lirscoms. So you have no other comment to make on water 
resources and power / 

Mr. Harron. [ have not. 

Mr. Jones. You still do not agree with Mr. Roosevelt or Mr. Tru- 
man or Mr. Eisenhower in their position on tolls? 

Mr. Harron. I agree with none who have such a position on tolls. 

(The prepared statement of Mr. Hatton follows :) 


STATEMENT OF RosBerRT E. HATTON, VICE PRESIDENT, AMERICAN Baroe LINE Co.., 
JEFFERSONVILLE, IND. 


I am Robert B. Hatton of Louisville, Ky. I am vice president of the American 
Barge Line Co., a common carrier by barge on the Mississippi and Ohio River 
system and connecting inland waterways. We own a fleet of some 350 river 
barges having a total carrying capacity in excess of 300,000 tons and 16 towboats 
with a total horsepower of 32,500. We operate over some 4,000 miles of rivers 
and inland waterways and carry approximately 4,500,000 tons of cargo annually. 
Of this amount more than 2 million tons a year represents coal that we move from 
southern Indiana and western Kentucky coalfields to the powerplant at Madison, 
Ind., which furnishes power for the Atomic Energy Commission. By the end of 
1956 the coal requirements of this Madison, Ind., powerplant will more than 
double. 

For all of the tonnage that we haul and that other water carriers haul the 
water-carrier industry is primarily an industry of small business. The largest 
common carrier does not have total assets greater than $25 million. The average 
common carrier by water has total assets of much less than that amount. As a 
matter of fact, in 1953 there were only 68 carriers by inland and coastal water- 
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ways which had gross revenues of as much as $500,000 according to the report of 
the Interstate Commerce Commission, statement No, 552, issued January 1955. 
These same carriers, 68 in number, for the year 1953 carried a total of 76,400,000 
tons of freight. During the same year our class 1 railroads originated 1,400 
million of freight, almost 20 times as much. 

But despite the disparity in size of the 2 industries, railroads have initiated 
an agzressive 2-front war against the water-carrier industry. I say it is a two- 
front war for this reason. On the one hand they aided and abetted by the Cabinet 
committee report on transportation, organization, and policy have had introduced 
into the Congress of the United States a bill, which in the Senate bears the title 
of S. 1920. The effect of S. 1920 is to 1estrict the authority of the Interstate 
Commerce Commission to fix actual rates and to permit them only to fix reason- 
able minimum and maximum rates leaving it up to the railroads to determine just 
what rate is to be charged within the limits of the minimum-maximum formula. 
This they call managerial discretion. As a matter of fact, S. 1920 changes the 
whole national policy of the Congress of the United States in respect of trans- 
portation. That policy is today to provide “for fair and impartial regulation of 
all modes of transportation subject to the provisions of this act, so administered 
as to reecgnize and preserve the inherent advantages of each.” S. 1920 would 
change that policy to one referred to as dynamic competition and thus permit the 
railroads to institute a vast campaign of selective rate cutting where their lines 
are competitive with water transportation with a resultant high rates in the 
noncoupetitive fields of traffic. Under the law as it exists today the railroads 
have been most successful in selective rate cutting to meet alleged water competi- 
tion. Decreases as high as 62 percent have been approved by the Interstate Com- 
merce Commission. Should S. 1920 be enacted into law it would remove practi- 
‘ally all existing restrictions on this competitive rate cutting. Under decisions of 
the Interstate Commerce Commission, requests by railroads for fourth-section 
relief authorizing the establishment of lower rates to meet competition the rail- 
roads are required to show that the rates, (1) will be no lower than necessary 
to meet existing competition, and (2) will not be low as to threaten the extinction 
of legitimate competition by water carriers. Under 8.1920 this latter restriction 
would be removed completely. In other words, the railroads could establish rates 
so low as to threaten the extinction of legitimate competition by water carriers 
and still the Commission would have no power to declare such rates illegal. 

I have said that the railroaas have started a two-front war against water 
sarriers. In the field of reguiation they have established their first front and 
this is already before the Congress for action. But that pincer is not enough. 
The Hoover Commission has come out with recommendation No. 8 authorizing 
a user charge on inland waterways sufficient to cover the maintenance and oper- 
ation of the locks, dams, and other improvement along those waterways and to 
authorize the Interstate Commerce Commission to fix such charges. I would 
like to call attention to the fact that no proposal is made to impose user charges 
at the coastal harbors but only on the inland waterways. Could it be that the 
reason for this omission of coastal harbors lies in the fact that some railroads 
operate ferries across those harbors and that many have vast marshaling yards 
immediately adjacent to those harbors and are dependent upon oceanborne com- 
merce for their existence. At any event it is the inland waterways that are 
singled out for this user charge. 

‘Lhe principle of user charges is not new in this country. In fact many of our 
earliest roads were toll roads and today we are again resorting to the toll-road 
principle. But the concept of user charges on our inland waterways violates 
every commitment that this country of ours has made since the time of the 
Northwest Ordinance in 1787. I know that reference to that ordinance has been 
made many times before this subcommittee. I will not repeat those arguments 
but suffice to say that millions of dollars have been expended in reliance upon 
the integrity of that compact made almost 170 years ago. 

The Hoover Commission made no attempt to allocate this user charge to the 
beneficiaries of those inland waterways but sought to impose the whole charge 
upon the inland waterway carrier. I have no way of knowing exactly what 
would be the cost which the Interstate Commerce Commission would assess as 
a charge against each carrier but the staff of the Board of Engineers for Rivers 
and Harbors of the Corps of Engineers has made a preliminary estimate that 
under a system of tolls designed to recover cost of operation and maintenance 
alone, based upon the present traffic in the Ohio River, the cost would be eight- 
tenths of a mill per ton-mile. This would add as much as 50 percent to the 
water-transportation cost of some users. In the case of our own company I 
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have computed this user tax of eight-tenths of a mill per ton-mile on our 1954 
traftic. This would have increased our transportation cost by $2 million. Based 
on our estimated traffic for 1955, the adaitional cost would be $8,600,000. But 
the railroaus woulda say this is a cost that can be passed on to the user of trans- 
portation. lt does not represent actual cost to the carrier. This statement, 
however, overlooks the fact that the railroads are concurrently waging war o 
the o.her front which would permit them to reauce their rates to such a point 
that it wouid be impossibie to pass on this tax to the user of transportation. 
Had this user tax or charge been in effect in 1954, based upon the revenue and 
expenses as we reported to the Interstate Commerce Commission, it would have 
resuiceu in a net operating loss to our company of over $1,500,00v, 

No water carrier can scand such a tax. It can only result in the water carrier 
being ariven from our iniand waterways. Once that happens then the rail rates 
cease to be competitive and then can be raised to the level that the traffic will 
bear. 

Tne Ohio River Valley is one of the fastest growing areas in the United States. 
The Federal Reserve Bank of Cleveland estimates that 2,450 new industrial 
piants L.a.e located aloug the Ohio during the last 10 years. Conservatively 
estimated the investment in those piants has been $9 billion in reliance that 
there would exist low-cost water transportation. Those plants have brought 
with them increase in purchas.ng power, increase in population, increase in com- 
munity needs, all of which benefit by river improvements. Here in Cincinnati 
the decrease in the water level has been a source of concern for many years. 
With the establishment of these new high level locks and dams that decrease 
in water level will be reversed and the citizens of Cincinnati and of the whole 
Ohio Kiver Valley will benefit thereby. But the Hoover Commission would have 
the water carriers pay the full cost. 

Une g.eat inaustry, Reynolds Metal Co., is planning to build a $168 million 
plant sumewhere in the Uhbio Vailey within the uext few years according to Keen 
Jchuson, vice president and fcrmer Governor of the Commonwealth of Ken- 
tucky. Governur Jolinson stated before this subcommittee referring to the pro- 
posed imposition of tolis ‘let the solemn pledge of the National Government be 
brvuken aud the entire process of development will be reversed. Plants built in 
reliance on low-cost water transportation will be dismantled, unemployment will 
result and furtLer growth will Le stuitified.” 

Hon. Cnet Holifieid, Congressman from California and a native of Mayfield, 
Ky., dissented as a member of the Hoover Commission. In referring to the 
dcubie p.ncer of the S. 1920 and the report of the Hoover Commission said “If 
the Advisoiy Committee’s recommendations are made effective, and this Com- 
missicn’s recommendation imposing fixed user charges for navigation is put 
into elect at the same time, the pincer on waterways will be ready to squeeze, 
waterway rates will be furced up at the same time the competitors are freed 
to establish, at their own discretion, discriminatory low rates based on much 
less than rval cost of operation, to meet and destroy competitors.” To refer 
again to my own compauy’s position in this matter we are, at the present time, 
protesting proposed tourth-section rates which would reduce the rail rates on 
the transporiation of sulfuric acid from Nitro, W. Va., to Jeffersonville, Ind., 
by almost 65 percent and on steel pipe from the Pittsburgh area to Houston, Tex., 
by almost 40 percent, A user charge wouid inciease our transportation cost 
by at kcast 35 percent. It requires little imagination to see what would happen 
to American Barge Line Co. faced by this pincer movement. I greatly fear 
that aithough we might not die we would gradually fade away. 


Mr. Jones. Mr. Owen Jones, of the General Electric Corp., Sche- 
nectady, N. Y. 


STATEMENT OF OWEN JONES, MANAGER OF TRAFFIC, GENERAL 
ELECTRIC CORP. 


Mr. Owen Jones. My name is Owen Jones and I am manager of 
traffic of General Electric Co. I am present this morning to speak 
in opposition to that part of the Hoover report that proposes tolls be 
imposed on the users of navigable waters of the Ohio River. 

When General Electric Co. decided to combine the manufacture of 
major home appliances at one location, it looked for a site and city 
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that was not only near the center of distribution of the finished product, 
but would offer the advantages of a convenient source of supply of 
raw materials, such as sheet steel and other materials. This con- 
venience took two forms in our consideration: (1) Nearness of supply; 
and (2) low transportation cost. 

Louisville, Ky., was a point that provided the opportunity for low 
transportation costs, especially for manufactured steel products, such 
as sheet steel in bundles and coils. 

The bulk of our requirements of steel move from the Pittsburgh 
area by barge on the Ohio River to Louisville, then are transshipped 
to Appliance Park, approximately 12 miles distant from the river. 

In the manufacture of appliances such as refrigerators, washing 
machines, dishwashers, ranges, et cetera, large quantities of steel are 
required, and as a part of our long-range planning, we counted the 
opportunity to take advantage of low-cost transportation by barge on 
the Ohio River as an enduring and perpetuating adventure. 

We were and are still confident that our action taken at that time in 
1951 was and still is economically sound. We believe, too, that an 
underlying moral obligation and consideration is present that would 
recognize General Electric’s action in establishing this new manufac- 
turing facility, believe that transportation advantages would better 
enable us to compete in the appliance business to a greater degree than 
we could under a dispersed plant arrangement with geographical 
handicaps. 

Therefore, we ask that any recommendations for toll charges by 
the Hoover Commission be disapproved by Congress. 

Mr. Jones. Mr. Jones, you are with transportation ? 

Mr. Owen Jones. I have charge of transportation facilities of the 
entire General Electric Co., and act in a consulting and advisory 
capacity to all our plants. 

Mr. Jones. You feel that the law imposes an obligation for the 
continuation of the Federal policy of not charging tolls? 

Mr. Owen Jones. Yes, sir. 

Mr. Jones. And that the legal basis of it is the historic policy 
coupled with the law that gives you that right to take that position ? 

Mr. Owen Jones. Yes, sir. 

Mr. Jones. Is your company in favor of all the other recommen- 
dations? 

Mr. Owen Jones. We have taken no position on the report as a 
whole. 

Mr. Jones. On water resources and power, I mean. 

Mr. Owen Jones. I am not in a position to state, because there are 
many factors where we are involved in generation of electricity from 
waterpower, and I am not qualified to talk on that. 

Mr. Jones. Taking the same reasoning that you have advanced to 
the committee as to why Hoover Commission recommendation 8 should 
not become operative as based upon law and policy, following that 
same logic, do you not think that the people who live in the TVA 
area would have the same justification to oppose the power sections of 
the Hoover Commission’s recommendation on power? 

Mr. Owen Jones. Everyone is entitled to their own opinion, both 
the personal and 
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they would be justified, and you would subscribe to their justification 
in opposing the power recommendations of the Commission’s report? 

Mr. Owen Jones. Yes, sir. 

Mr. Lirscoms. Mr. Jones, have you read and studied the Hoover 
Commission report / 

Mr. Owen Jones. Not in its entirety, no. As I said, I would not 
be qualified to make the decision as a matter of policy for our company 
in respect to power generation. My principal interests are transpor- 
tation, and, as such, my interests are to determine the most economical 
means of transportation, or how can we get the most for our transpor- 
tation dollar. 

Mr. Lirscoms. When you answered Mr. Jones’ question, you were 
not referring to the recommendations in the Hoover Commission re- 
port in any respect because you did not. know what they were? 

Mr. Owen Jones. That is right. 

Mr. Jones. Well, let us go back a little bit. I thought you under- 
stood. 

I adopted your thinking, or the thinking that you advanced to the 
committee, that the Federal Government did have an obligation to 
continue its policy of not imposing tolls because the law would have 
you to believe that it would be fixed Federal policy. 

Recommendation 8 would change the law. 

Now, the people who live in the TVA area were relying on the same 
evidence that you relied on—that is the law and the Federal policy 
with respect to TVA. They would change that in the same way they 
would make a change in accordance with recommendation 8. 

Mr. Owen Jones. You are not speaking of toll charges, now, you 
are speaking of TVA—public power versus private power? 

Mr. Jones. I am talking about the reasoning you have advanced to 
this committee. I am not talking about the substance of whether or 
not TVA should be operated. I say they have the same reason and 
justification of being opposed to the power recommendations of the 
Hoover Commission, on the same grounds that you opposed recom- 
mendation 8. Is that not true? 

Mr. Owen Jones. The reason we went into Louisville, Ky., if I 
could elaborate on that a bit, we plan to move such quantities of steel 
from the big steel-producing areas, that water was the chief induce- 
ment for a river location, and the differential between water rate and 
rail rate was so great that there was no alternative but to select a 
river peint. 

Mr. Jones. The TVA people read the law just as you did, and they 
made investments in industrial properties and businesses, based on 
the same assumptions that you did, in locating your plant, to receive 
power, because it was the law of the Federal Government, in the Ten- 
nessee Valley Authority Act, to construct the plants in that area, based 
on the premise that the Federal Government had the obligation to 
furnish the electricity generated from those dams and that maximum 
use would be made of the dams. 

Now, do they not have the same right and justification to oppose it, 
the recommendations for power, that you have about standing behind 
the law and the policy of the Federal Government on tolls? 

Mr. Owen Jones. As far as they are objecting to the recommenda- 
tions on power, with which I am not familiar—I will admit that— 
and making just a personal observation on it, that is strictly up to 
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them to justify. They should justify their thinking on it and their 
decision. 

As far as we are concerned in this matter of tolls, we went in there 
fully confident there would be nothing that would disturb our think- 
ing and decision making in the matter of transportation costs by 
water. Certainly it was a major consideration in selecting a river 
point for the manufacture of our appliances, which, as you know, was 
a huge invetment. 

Mr. Jones. Thank you, Mr. Jones. 

Are there any further "questions? 

Mr. Jenxins. General Electric, as eV erybody knows, is a great 
company and it operates, I expect, in almost every big city in the 
Nation—not manufacturing. 

Mr. Owen Jones. We have offices in most large cities. 

Mr. Jenkins. You distribute in almost every city in the Nation? 

Mr. Owen Jones. Yes, sir. 

Mr. Jenxrins. But you are confining your remarks today to the 
situation in Louisville, Ky. ? 

Mr. Owen Jones. That is the only point where we have a para- 
mount interest in these toll charges. 

Mr. Jenxrns. And, chances are, that is about the only point where 
you use water transportation. 

Mr. Owen Jones. That is correct insofar as inland waterways are 
concerned. 

Mr. Jones. Any further questions ? 

Thank you very much, Mr. Jones. 

Mr. Owen Jones. Thank you. 

Mr. Jonrs. Mr. Horace Coats, representing the Governor of the 
State of Indiana. We are glad to have you here, Mr. Coats. 


STATEMENT OF HORACE M. COATS, REPRESENTING THE GOVERNOR 
OF THE STATE OF INDIANA 


Mr. Coats. My name is Horace M. Coats. I am executive secretary 
to Gov. George N. Craig, of Indiana, and I reside at Indianapolis, 
Ind. It is a distinct disappointment to the Governor to have been 
unable, because of prior commitments, to attend this hearing and 
present this statement himself. He has directed me to present the 
statement for him. [Reading:] 


We understand the subject of this particular hearing deals especially with the 
question of tolls or user charges on the inland waterways which have been recom- 
mended by the Hoover Commission on Organization of the Executive Branch of 
the Gov ernment. With this understanding, we will discuss particularly the 
Commission’s recommendation No. 8, as follows 

“That Congress authorize a user charge on inland waterways, except for 
smaller pleasure craft, sufficient to cover maintenance and operation, and author- 
ize the Interstate Commerce Commission to fix such charges.” 

As Governor of the State of Indiana, I realize this is a somewhat controversial 
question among the various citizens and interests of my State. It is my belief, 
however, that the majority are opposed to this recommendation and on that basis 
I would like to discuss briefly the implications of it and the background presented 
by the Commission. 

In House Document 208 of the 84th Congress, 1st session, on pages 84 and 85, 
is a discussion of this recommendation. I would first question the statement th ut 

“the principle of tolls was established for inland canals early in our history.’ 

I do not question the fact there stated, but I do not believe that it has the 

implication that apparently is employed in connection with this recommendation. 
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In the first place, I believe it is well known—in fact, it has been written clearly 
in the history of my own State of Indiana—that the inland canals of our early 
history were not at all comparable to the inland waterways involved here. 
Indiana was crossed diagonally from the northeast to the southwest by one of 
these early canals, but it was a private venture and not a public development 
comparable to the inland waterways we have today. 

The next statement concerning the imposition of tolls by the Government for 
the Panama Canal and the improvement of the St. Lawrence, the latter adopted 
by Congress in 1954, is likewise inapplicable to the subject in question. 

I have not been able to find that tolls were issued on the Panama Canal in 
the beginning and the history of the St. Lawrence seaway program establishes 
that the question of tolls was never discussed by proponents until the last few 
years and then apparently it was employed to overcome opposition to the expendi- 
ture of Federal funds on this project. 

However, aside from the propriety or impropriety cf their assessment on these 
two projects, they are likewise inapropos as a guide to the question of tolls on 
our inland waterways. 

In the first place, both the Panama Canal and the St. Lawrence seaway 
are located outside the continental United States. Neither of these projects, 
worthy and important as they may be, involves any features of flood control, 
conservation of water resources, or irrigation. They were constructed entirely 
for navigation or transportation purposes. 

On the other hand, our inland waterways, without exception that I know of, 
have been developed essentially for flood prevention, or water conservation, and 
often irrigation purposes. These three great public requirements are sufficient 
in every instance to justify the project of developing the inland waterways. 

The use of these waterways for transportation is a side issue and this estab- 
lishes the incorrectness of the statement of the Commission, supporting this 
resolution, “that there is no distinguishing fact, theory, or principle to support 
user charges for the Panama Canal and on the St. Lawrence seaway, which does 
not equally support user charges for inland waterways.” 

The State of Indiana is vitally concerned with the present and future develop- 
ment of the Ohio River from the standpoint of flood prevention and water con- 
servation, and we believe that the public need in these respects justifies the 
development. 

The interrelation of these various factors is such that if user charges were 
considered desirable by the Congress it would be impossible to determine a fair 
or equitable basis upon which they might be established. 

I recall a very important meeting at Evansville among the governors of a 
number of States surrounding Indiana, early this year, in which this same 
question came up for discussion. The question was asked there as to the attitude 
of the United States Army Corps of Engineers toward the imposition of a toll 
or user charge on the inland waterways. 

I felt, and I still feel, that the position of the Corps of Engineers of the United 
States Army is a pretty good indication of the attitude of the United States 
Government on a problem directly dealt with by the Corps of Engineers. 

I was presiding at that meeting and I called upon Col. John Person of the 
Corps of Engineers of the United States Army to answer this question. His 
answer was so clear and definite on this point that I desire it to be read into the 
record at this time. Colonel Person said : 

“The policy of the corps has traditionally been completely in favor of free and 
unrestricted use of the waterways and diametrically opposed to toll or user 
charges. That traditional policy is still the policy of the corps, and that is not 
only because of the traditional policy of the Nation as first stated, I think, in the 
Northwest Ordinance of 1787, because tradition can get outworn, and so we do 
not take that stand merely because it has been tradition, but the difficulties and 
the complexities involved in any fair assessment of user charges—and I am sure 
nobody would want to assess unfair charges—make the assessment of such 
charges impractical. 

“For example, I don’t think anyone except, possibly, my friends, the railroads, 
would seriously consider going over a system that has grown up, over more than 
a century, and an economy of billions of dollars that have gravitated to a river 
basin on the assumption that the Nation’s policy would continue firm and un- 
shaken, and try to recapture, by user charges, moneys spent 100 years ago that 
was never intended to be repaid. 

“T don’t think that would happen, but assuming that that didn’t, and that the 
user charges were based on a less harsh criterion, you would still, if you’re going 
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to be equitable, have to look at both inland waterways and ports and harbors 
in the same light because the same money went to build the harbors that went 
to build the inland waterways. Then you would have to decide just how you 
would assess charges. Will you take each river by itself, each tributary, or 
will you take one system? You'd have to decide whether to take one harbor by 
itself, so that one harbor with a fairly good natural harbor would, say, have a 
very small charge per ton, whereas 10 miles away a harbor that had been built 
50 years ago with the expenditure of a good bit of money might have to pay 10 
times that much. 

“So, you would completely disrupt the economy of the country if you went 
on an individual basis. If you went on a reasonable basis, where would you stop 
with reason? Even assuming that problem, complex as it is, could be solved 
rationally, then you would hit another angle in the matter of fairness, that having 
assessed user charges on some basis then certainly you should treat your wate: 
shippers in the same manner that you do your trucker and your rail people, and 
you would have to, in fairness, set up a rate-regulating agency that would regu- 
late rates not as they are now based, on competition to a great extent, but based 
on the cost of transportation, and I am sure my friends, the railroads, would not 
be happy with that. 

“So that, in our opinion, the fact that the tax part does pay for the improve- 
ment of waterways has added immeasurably to the economy of the country. 
When we pay taxes we can expect some return in the way of service and that, 
I think, our waterways provide—a service that has helped in making the 
country as great as it it, and that the arguments for the toll roads are far out: 
weighed by the gains. 

“Then on the basis not only of traditional policies, not only on the complexity 
of the problem, but on the practicality of the problem, the answer to your question 
is that the Corps of Engineers is completely opposed to user charges or tolls.” 

I think it is quite apropos at this point to submit for this record a resolution 
adopted by Evansville, Ind., the most imporant port on the Ohio River, whict 
itself is one of the major segments of our inland waterway. ‘This resolution was 
adopted on April 11, 1955, shortly after the meeting I have previously referred 
to. It is as follows: 

“Now, therefore, be it resolved, That this organization reaflirm its unalterable 
opposition to tolls or charges for the use of the Nation’s waterways, recording its 
conviction that improvement of the waterways is in the public interest benefiting 
all the people and its adherence to the historic policy of the United States that its 
waterways shall be public highways—forever free of tolls and charges of any 
kind whatever.” 

I trust that we have been able to submit something here that will be helpful 
to the subcommittee in its consideration of this very important problem. The 
State of Indiana has a vital interest in its solution and it is our conviction that 
the arguments presented in support of the Commission’s recommendation No. 8 
are insufficient to justify the adoption of its recommendation. 

Respectfully submitted. 

GEORGE N, CRAIG, 
Governor, State of Indiana. 

Mr. Jonrs. Thank you very much, Mr. Coats. You can assure the 
Governor that we were disappointed that he could not come, but he sent 
an able and capable representative. 

Mr. Coats. Thank you, sir. 

Mr. Lipscoms. Could you tell the subcommittee whether the State of 
Indiana has a water resources policy board ? 

Mr. Coats. It does. It has a flood control and water resources 
commission, It is composed of some 15 or 20 persons. 

Mr. Lipscoms. Have they taken any position with regard to the 
Hoover Commission report on water resources? 

Mr. Coats. None that I know of, sir. 

Mr. Lirscoms. Do they intend to? 

Mr. Coats. If they have, I have not been informed of it. 

Mr. Lipscoms. Do you believe that they may study the report ? 

Mr. Coats. I think it is very important they should. 
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Mr. Lirscoms. If they do, I am sure the committee would like to 
have some indication of their position. 

Mr. Coats. I will be glad to have them send it to you. 

Mr. Lrescoms. In addition to being interested in recommendation 
8, we are also interested in the recommendation that there should be a 
national water policy enacted by Congress, and I think that is of 
importance also to every State in the Nation. 

Mr. Coats. We are quite proud of the membership of our flood 
control and water resources commission, Mr. Tony Haldeman and 
Ralph Westerman; and Robert Kallen of Indianapolis is secretary of 
the commission. I would be happy to ask them to send you any state- 
ment they have to. 

Mr. Jones. I believe we had the representative here, yesterday. 

Mr. Coats. I believe that was the Indiana Economic Council, Mr. 
Schulenberg. 

Mr. Jones. Yes. Well, that is an organization that can speak for 
the State administration ? 

Mr. Coats. That is right. 

Mr. Jones. We will be happy to receive it, Mr. Coats. 

Mr. Coats. All right, I will have them send it to you. 

Mr. Jones. Mr. Clifford Roberts, Cargill, Inc., St. Louis, Mo. 

Mr. Jenkins. Mr. Chairman, I will not be here this afternoon. 
I would like to have unanimous consent to extend my remarks at the 
close of your testimony before you make a report. 

Mr. Jones. Without objection, it is so ordered. 

Do you want that request to include any exhibits? 

Mr. Jenxins. Yes. 

Mr. Jones. Very well. 

Mr. Clifford Roberts. 


STATEMENT OF CLIFFORD ROBERTS, CARGILL, INC., ST. LOUIS, MO. 


Mr. Roserts. My name is Clifford Roberts. I live in St. Louis, Mo. 
I am manager of the southern region of Cargill, Inc., whose principal 
office is in Minneapolis, Minn. 

Mr. Jones. I iehieve that is the largest grain company in the United 
States ? 

Mr. Roserts. We are one of the largest, sir. 

I appreciate this opportunity of appezring before this committee, 
for my company has a very great. interest and concern in the subject 
matter of this hearing, namely, the recommendation of the Hoover 
Commission that Congress authorize a user charge on inland water- 
ways. 

Cargill, Inc., is engaged primarily in the warehousing and mer- 
chandising of grain. Our customers are the thousands of farmers 
all over the United States who have too much grain, and the equally 
numerous people who need to buy grain, to process it into some further 
item that is used for animal or human consumption. 

We operate in two additional fields closely allied to grain. We have 
a feed division, which manufactures formula feeds for livestock and 
poultry and we have a vegetable oil division which processes soy beans, 
flaxseed, and copra. 

In the conduct of our grain business we operate elevators having 
combined capacity to store approximately 125 million bushels of grain. 
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These plants are located throughout the grain-producing and grain- 
consuming areas of the U nited States. Approximately 90 million 
bushels ot our elevator capacity are located on or immediately adjacent 
to available water transportation, on the inland waterways and on the 
rivers, on the Great Lakes and on the seaboard. 

Because of our familiarity with the whole grain marketing system 
and the importance we attach to the benefits of low-cost w ater trans- 
portation to both producer and consumer, I should like to describe 
these benefits to you. I will confine my remarks to grain alone, for 
there are others better qualified than I who can discuss the overall 
effects that would result from the adoption of the Hoover Commission 
recommendations. 

The marketing and merchandising of the Nation’s grain crop is a 
highly competitive business. Although we are large, we nevertheless 
handle a very small fraction of the total grain crop of the United 
States. 

In the moving of crops from the areas of production to the areas of 
consumption, by far the largest single factor of cost in that entire 
marketing system is the cost “of transportation. And Cargill as one 
of the largest buyers of transportation in the Nation, have constantly 
sought ways and means of moving grain from the area where there is 
too much to that place where there is not enough. 

Over the years we have found that both producer and consumer 
were best served where large quantities of bulk grain could be moved 
via water routes and where transportation savings were substantial. 

Recognizing this saving which accrues to both the producer and the 
consumer, we “have through the years located more and more of our 
properties on the waterways. Twenty years ago, there was no south- 
ern region of Cargill, Inc. We began by building a small elevator on 
the Mississippi River in Memphis. We followed that with river in- 
stallations in St. Louis, in Natchez, Miss., in Baton Rouge, in Gunters- 
ville, Ala., in Chattanooga, and in Louisville, Ky. We ‘draw from the 
Missouri River, from Omaha, from Kansas City ; from the Mississippi 
as far north as Minneapolis. We draw up the Illinois River into 
Chicago. We draw from the Ohio River. 

Mr. Jones. You are building the new elevators at Memphis? 

Mr. Roserrs. No, sir; that is some of our competition building 
there. Norris is building there and a Kansas City firm. 

Mr. Jones. Are you intending to enlarge your capacity at Millers- 
ville, Ala. ? 

Mr. Roperts. Well, I wish we had enough money to do it. Your 
section of the country, Congressman Jones, is growing more and more 
grain every year, and there is need for gre ater elevator capacity down 
there. 

Mr. Jones. We sure do need it. 

Mr. Roserts. We acquire grain from these places that I mentioned 
to you from the northern rivers. We bring it through the St. Louis 
gateway and we distribute it into the South. It is no accident that 
New Orleans is perhaps the largest grain shipping port in the world, 
for it has access to all the inland waterways that draw right out of the 
breadbasket of the United States. Water transportation has been the 
effective means of distribution into that part of our country. 

Now, let me give you an illustration of how water transportation 

can bring benefits and can change the marketing pattern: Until quite 
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recently grain producers in the upper Midwest, Minnesota, the Da- 
kotas, Wisconsin, had historically marketed their grain only by rail 
shipment to Minneapolis, which is regarded as the world’s largest cash 
grain market. 

Now, in the past few years, we have built grain handling facilities 
located at Port Cargill within the switching limits of the city of 
Minneapolis, and we have provided a new market and new market out- 
lets for these same producers by the use of transportation to downriver 
points. These markets have never before been available to these 
grain producers because the cost of rail transportation into the 
southern areas made their grain noncompetitive. 

Substantial quantities are moving into Port Cargill by rail and 
truck, they are being loaded into barges and are moving down the 
Minnesota and Mississippi Rivers and are being distributed from 
those points I mentioned to you earlier. 

The use of available water transportation, coupled with rail and 
truck, has provided new markets for the producer and has made the 
commodities available to consumers at lower costs than ever before. 
That is just a single illustration that I give to yon. It can be multi- 
plied 10 times, for exactly the same thing is happening at other points 
in the country. 

The army engineers, I am sure, can provide you with spectacular 
figures on the great increase in grain shipments on the inland water- 
ways of these United States. 

The larger portion of inland waterway traffic is like wood or dry 
cargo freight, which is attracted to the waterways by the economies 
resulting from low-cost transportation. This traffic would be greatly 
diminished or would disappear were it to have to pay increased water 
transportation rates. This is particularly true in the case of grain, 
because we operate on historically narrow margins. 

I am led to understand the proposed toll is eight-tenths of 1 mill 
per ton-mile. Our present grain rates range from 2.2 mills to about 
3.6 mills per ton-mile. 

The imposition of user taxes would increase our cost of transporta- 
tion on the waterways by at least 25 percent. 

In our judgment, user charges would increase the cost of inland 
waterway transportation and lessen its attractiveness to shippers and 
others who utilize it, by denying to them the savings in freight 
charges that are inherent in the economy of such water transportation. 

Mr. Lipscoms. How do you arrive at that figure of eight-tenths of 
1 mill? 

Mr. Roserts. That has been a proposal, sir. I did not say it was 
the judgment of the Congress of the level that would be proposed. 

Mr. Lirescoms. Who proposed such an amount, or is that just an 
estimate ? 

Mr. Roserrs. That has been an estimated proposal. 

Mr. Lirscoms. The Hoover Commission’s recommendation just 
recommended a user charge. They didn’t recommend any amount. 
Then they authorized the Interstate Commerce Commission to fix a 
charge. There is no amount recommended in the report, here. 

Mr. Roperts. Yes, sir. If we deny to farmers in consuming areas 
and farmers in producing areas the benefit of this cheap transporta- 
tion, we will be denying to them—we will be denying to a great num- 
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ber of people the benefits of cheap water transportation. We will not 
just be penalizing one single firm or one individual. 

Now, as I understand it, and state it in simple terms, the purpose 
of that user charge is to reimburse the United States Government for 
expenditures that were made on the waterways to enhance the de- 
velopment of transportation. , 

It seems to me as though there has been overlooked entirely the 
fact that the expenditure of funds to the betterment of our waterways 
has come only after we have made a determination that the project 
was economically justified. By that I mean the Congress has decided 
that it economically will help all the people or a large segment of the 
people, and not just one individual or a small group of individuals. 
Based on economic justification, the public funds have been spent and 
the result is an inland waterway transportation that is efficient, safe, 
and reliable and is performing an important function in the economy 
of the United States. 

I can especially assure you that those funds spent for inland water- 
ways are of very great benefit to the agricultural economy of the 
United States. Imposition of user charges on inland waterways could 
easily retard the outstanding progress and development and destroy 
its usefulness. Therefore we are of the opinion that the imposition 
of these charges is definitely against the public interest. 

Mr. Jones. Thank you very much, Mr. Roberts. 

Any questions ? 

Did your statement discuss the whole grain movement picture on 
the inland waterways, or just for your company ? 

Mr. Roserts. If I referred to the case of my company only, I would 
like to amend that because there are many firms using the inland 
waterways. Our competitors are numberless. In our case the ware- 
houses are licensed by the United States Warehouse Commission; 
they are public elevators and are available for use by any person 
who desires to use them and the benefits of water transportation may 
be used by any user and do not accrue to Cargill, alone. 

Mr. Jones. The committee will stand in recess until 1:30. 

(Whereupon, at 12:10 a. m. the subcommittee recessed until 1:30 
p. m. of the same day.) 

AFTERNOON SESSION 


Mr. Jones. The subcommittee will be in order. 


STATEMENT OF JAMES R. HINES, JAMES R. HINES CORP., GREEN 
RIVER ASSOCIATION, BOWLING GREEN, KY. 


Mr. Hines. I am here in several capacities. Regional vice president 
of the Ohio Valley Improvement Association, representing the small 
rivers in Kentucky tributary to the Ohio River. 

Mr. Jones. You are with Green River? 

Mr. Hines. Yes, sir. 

Mr. Jones. That is an authorized project, authorized by the Com- 
mittee on Public Works, was it not? 

Mr. Hines. That is right. 

Mr. Jones. That same work done on Green River is now being done 
by Soil Conservation ? 

Mr. Hines. Yes, sir. 
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I will have to ask you to indulge me somewhat because my hearing 
is defective. 

Mr. Jonzs. I will try to speak loudly enough. ; 

Mr. Hives. | am also president emeritus of the Green River Valley 
Citizens League which league has sponsored the improvement and 
spearheaded the drive for the improvement of the Green River. As 
the representative of the Green River Valley Citizens League, I would 
like to ask permission to file by mail, if possible, a resolution which 
the Green River Valley Citizens League intended to give. 

Mr. Jones. Without objection it will be received and made a part 
of the record, 

Mr. Hines. The Green River Valley Citizens League is composed 
of farmers, coal miners, business and professional people throughout 
the valley, as well as chambers of commerce throughout the valley 
Evansville, Owensboro, Henderson, on through to Bowling Green, 
Ky. 

This particular group is not only independent in navigation but 
in flood control and in the farm agricultural conservation program, 
and anything that will help this section of Kentucky to become better 
industrialized and further developed. 

For the benefit of the record, I am James R. Hines, of Bowling 
Green, Ky., and president of James R. Hines Corp., which concern is 
a small corporation engaging in river transportation. I am also a 
partner in another small transportation company operating under the 
names of James R. Hines & Co. 

As head of these two businesses I could be properly qualified as 
a small-business man and I do claim that classification in my repre- 
sentation here. 

My two sons are associated with me in these business operations, 
along wiih a brother. The corporate business referred to was not 
organized until 1946, at which time my eldest son was released from 
duty in the Pacific theater. I mention that because my two sons 
represent the fourth generation of our family to be engaged in river 
transportation business. My grandfather first became interested in 
the river transportation business and continuously for four genera- 
tions as mentioned, the river transportation business has been carried 
on by our family in that area, but free of such restraint as that pro- 
posed here, of course. 

The wisdom of this permissive use of these waterways, free of toll 
or user charge is best illustrated, I think, by the fact that during 
World War II, essential materials were supplied to needed sites at 
great savings to the Government, both in money and in time. Need- 
less to Say; savings to the Government is savings to the taxpayers and 
people of our country. 

The railroads at that time, the railroads of our country, were al- 
ready overtaxed and would have been unable to handle all of the ma- 
terials necessary in the winning of that war. Ships and invasion 
barges were built on the banks of our inland rivers and because of 
the improved condition of these rivers at that time it was possible to 
navigate through our inland waterways to the Gulf of Mexico and 
there those ships could be loaded with men and materials of war for 
overseas, 
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Our waterways is one of the most important of our natural resources. 
These water resources should be conserved and developed and their 
utility fully exploited for the benefit of our entire Nation. 

Floods, gentlemen, are devastating. Floods destroy lives and prop- 
erty. Flood control as well as navigation are important to the people 
of America. You cannot very easily tax people who receive the bene- 
fits of flood control and neither should the people be taxed who op- 
erate upon our rivers. That tax would have to be passed on, if 
possible, to citizens and taxpayers and I contend that the citizens and 
taxpayers own this Government. 

All forms of transportation should be encouraged but no one at the 
expense of the other. Competition and free enterprise are essential 
and necessary unless we are to further encourage the encroachment 
of monopolistic interests. Obviously this toll, or usage charge is pro- 
posed for the purpose of hampering and destroying the river trans- 
portation business, 

Presently, as you know, our Federal Government is improving a 
portion of the Green River. It became apparent that it was necessary 
to improve this river in order to make available low-cost-steam coal 
which could be cheaply transported by water to atomic energy plants, 
and much coal will also be transported out at Green River to the TVA 
plants. 

Because of this tax there would be added to the United States 
Government bill for this coal-——— 

Mr. Jones. Do you know how much coal is presently being mined 
in Kentucky and is being consumed by the Tennessee Valley Authority ? 

Mr. Hines. Considerable, I feel sure. I would not know the exact 
figure. 

I do know there is considerable coal used in the TVA steam 
electric plants from Kentucky and I do know that beginning next 
May there will be a considerably larger amount of coal used by TVA, 
that will come from Kentucky. The cost of this tax would be added 
to the United States Government bill for this coal, and much of the 
expense would be involved not only by the companies paying the tax 
and keeping the records and remitting the tax, but by the Government, 
itself, in collecting the tax, and in the end, the Government would pay 
the bill, which would represent a net loss, rather than a net gain in 
revenue to the United States Government. 

The industrial development along this improved section of Green 
River isa certainty. Already, the Reynolds Metals Co. has announced 
plans for building a 168.5-million-dollar plant for the production of 
aluminum in the Green River Valley and it is recognized by the Gov- 
ernment that there is a shortage of aluminum. In times of war, this 
additional aluminum would be available for war purposes. In times 
of peace, this aluminum will be available to the taxpayers and citizens 
of America, and because of the low-cost river transportation and the 
availability of low-cost coal in the Green River Valley, aluminum can 
be manufactured in the Green River Valley cheaper than anywhere 
else in the entire world. 

Mr. Jones. You mean generation of electric power can be generated 
here in a thermo plant and not hydro. 

Mr. Hines. In a steam electric plant. Those advantages in low- 
cost aluminum thus produced can be passed on to all of the taxpayers 
of America and to the Government, itself. 
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I wish to submit that that progress in the development of this one 
area will reflect greatly in the tax returns to the United States Gov- 
ernment, by industry, and by individuals who will be employed in 
that industry, as compared to the areas where our waterways are not 
improved, such as eastern Kentucky coalfields which could, however, 
be served by the improved Kentucky River. 

Our Congress, I feel, should busy itself with the further develop- 
ment of our inland waterways rather than permit a selfish monopolist 
to “cause” legislation to be enacted which will adversely affect the 
economic conditions of our Nation. 

During World War II, our little companies transported aviation 
gasoline, natural rock asphalt to be used in the construction of airport 
runways and military highways. We transported cement and other 
items which were sorely needed in the war effort. If this tax had been 
charged at that time, the United States Government, itself, would 
ultimately have paid that bill. 

It is equally true if river transportation is discouraged, in the event 
of another war, river transportation facilities and manpower know- 
how would not be available to help win the war as was the case in 
World War II. 

Our waterways consist not only of inland waterways—inland 
rivers—but lakes and seaports. Huge sums, gentlemen, are spent on 
harbor work, and I think properly so. 

Now, do the advocates of this bill propose to furnish seaports for 
foreign interests to bring manufactured products into America to 
compete with American citizens who would be penalized with a special 
tax to use the inland waterways? Frankly, I do not believe the people 
of America will put their stamp of approval upon any administration 
or upon any Congress which does not permit small-business people and 
farmers to enjoy their fair share of the national economy. ‘This is 
just a part of the picture. Along with the conversion of the Texas- 

‘astern pipeline and a repeal of a portion of the 1940 Transportation 
Act—all of this because sinister influences are at work to destroy pri- 
vate initiative and free enterprise in America, in favor of monopolies. 

All of the taxpayers of America benefit either directly or indirectly 
from the use of this great natural resource, as well as the Federal 
Government, itself. ‘Therefore, I sincerely urge, and I prayerfully 
hope that our Congress will give careful and sympathetic considera- 
tion to the small-business people of America, who are engaged in 
river transportation, to the farmers and the coal miners and the busi- 
ness and professional people who will be greatly benefited by the 
further development of our waterways. 

Thank you, gentlemen. 

Mr. Jones. A very excellent statement, Mr. Hines. Very well pre- 
pared and you touched on a very important point. 

Mr. Hines. Thank you. 

Mr. Jones. Mr. Stanley R, Thomas of the Central Coal & Supply 
Co., Madison, Ind. We are doing pretty good business with Madison. 


Ind., today. 
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STATEMENT OF STANLEY R. THOMAS, CENTRAL COAL & SUPPLY 
CO., MADISON, IND. 


Mr. Tuomas. It seems so. 

Mr. Jones. We are glad to have you, Mr. Thomas. 

Mr. Tuomas. I will be brief. 

My name is Stanley R. Thomas, a resident of Hanover, a small 
Indiana town on the right bank of the Ohio River. 

I am one of the thousands of small-business men whose success or 
failure is entirely dependent on the navigation of boats and barges 
on the Ohio River. 

My family, including two young men, is engaged in the wholesale 
coal business, supplying mainly farmers and small factories within 
trucking distance of our river yards at Madison, Ind. 

The economy of these factories is largely dependent on favorable 
costs of their coal. Rail charges on good coal are over $4 per ton. 
River transportation charges from eastern mines to Madison is, we be- 
lieve, high enough at a dollar and a quarter a ton. 

The rural folk in the six hill counties near the port of Madison 
are considered the poor farmers of southern Indiana. These men 
and their forefathers for generations have used the Ohio River as a 
means of transportation. Two of the counties have no railroads. I 
wish to go on record as being adverse to any tolls that may be charged 
to the users of the Ohio River. 

Also, as a member of the Port of Louisville Propeller Club, I have 
a short resolution that was voted on yesterday by the Propeller Club. 
I would like to read it as a part of the record. 

Mr. Jones. You may proceed. 

Mr. Tuomas (reading) : 

Resolved, That inasmuch as a large percentage of the industrial plants in 
Louisville and the neighboring falls cities have been built and are now operating 
in conjunction with their raw materials arriving in river barges and shipping 
their finished products in river barges, and these movements for many years, 
beginning over 100 years ago, without users’ toll charges, it is hereby unani- 
mously voiced by members present at this regular monthly meeting that it be 
known and be of record that the United States Propeller Club, Port of Louisville, 
is against any toll charges that may be assessed against barge and boat 
movements on inland rivers by our Government. Further, that any such assess- 
ments would disrupt our industries, thereby resulting in a general hardship 
on the people of our community. 

By Port of Louisville Propeller Club of the United States this 9th day of 
November 1955. 

LEO SANDMAN, President. 

In conclusion, I wish to conclude my testimony as a small-business 
man. My testimony may have little effect upon the final opinion of 
those who decide as to whether or not tolls shall be exacted on the 
users of our inland rivers, but the words of George N. Craig, Governor 
of the great State of Indiana, shall bear considerable weight and in- 
fluence, when he unbiasly testified this morning through his testimony 
and in writing before this committee, that he is opposed to river tolls. 

Governor Craig, I believe, represents the will of the people of the 
State of Indiana. 

Mr. Jones. Thank you very much, Mr. Thomas. 
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STATEMENT OF J. R. WIGGINS, INDIANA FARM BUREAU, 
MADISON, IND. 


Mr. Wicarns. My name is J. R. Wiggins. I reside in Mount Ver- 
non, Ind., and I am manager of the transportation supply for the 
Indiana Farm Bureau Cooperative Association. 

Mr. Jones. You are speaking for the Indiana State Farm Bureau 
Federation ¢ 

Mr. Wieerns. We are only one department of the Indiana Farm 
Bureau. 

Mr, Jones. You are speaking for the cooperative ¢ 

Mr. Wiens. That is right, and not the Indiana Farm Bureau. 

Mr. Jones, Not the Indiana State Farm Bureau. 

Mr. Wiceins. That is right, sir. 

I am appearing only as we are affected by the toll charges which are 
proposed to be levied upon users of the inland waterways. 

Our company operates an oil refinery adjacent to the Ohio River at 
Mount Vernon, Ind. I cannot be too specific about any remarks. 
However, I would just like to make a few general ones as it affects us. 

The majority of products which we manufacture at this site are 
shipped directly to farmers within the State of Indiana and used by 
them in farming operations. We supply approximately 43 percent of 
the strictly agricultural demand within the State of Indiana. The 
balance of the material that we process that is not consumed by Indiana 
agriculture is shipped into the Pittsburgh area for consumption by the 
steel industry. Wealso havea products terminal which is located just 
southwest. of Cincinnati at Aurora, Ind., which we supply by river 
waearee on by our Mount Vernon refinery. 

Each y ear, due to the extreme demand for domestic burning oil 
increase, it is necessary for us to import from the gulf coast areas and 
from mid-Mississippi River points, approximately 20 percent of our 
total agricultural demand within a State. This is accomplished, of 
course, ‘by the utilization of river to boats and barges. 

The port of Mount Vernon, itself—you have all the figures, of course, 
in the engineering reports so there is no use to refer to them. How- 
ever, I was interested In the total overall tonnage which was mentioned 
by Colonel Person this morning of 62 million tons, if I recall that figure 
correctly, and I notice in our port we had about 3 million tons or a little 
over, of that total amount. We ranked as high as fourth in tonnage of 
gasoline and oi] that was transported in the year 1954, and fifth in coal 
and coke movements. 

Our plant is located actually on the southwestern edge of our mar- 
keting area, which is within the boundary lines of the State of In- 
diana. There are several schools of thought as to where a manufac- 
turing concern should be located, inasmuch as it might possibly be 
located at the point of the raw resources to make the finished product, 
or to establish itself at the point of consumption. 

We were so much struck by the importance of the Ohio River as 
being a natural distribution and supply line, that we located our 
plant completely on one edge. There were several reasons for that, 
one of which was we were close to what we call the Illinois Basin oil- 
fields, but mainly we were concerned about the future of the oilfields, 
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and we felt that by being up on the river we might possibly be in shape 
to more readily get crude oil for the operation of our plant. Also in 
the case of a national emergency or anything like that, we could process 
crude at the will of the Government, from any source that had access 
to water transportation. 

The amount of river business that we do—we are absolutely opposed 
to establishing toll charges upon the usage of the inland waterways. 

Mr. Jones. Have you conveyed your opinions to the officers and 
directors of the National Farm Bureau Federation ? 

Mr. Wiaerns. No, sir. I speak only as the petroleum department 
of the Indiana Farm Bureau. I would like to make that clear. 

Mr. Jones. In that position you occupy, they don’t silence you from 
making known your wishes to the State and national organizations, 
do they ? 

Mr. Wiceerns. No; that has been taken up with our president and 
there was supposed to be one of the representatives down here, but 
they couldn’t do it because of their annual meting which conflicts 
with this. 

Mr. Jones. Have you been asked to distribute this sheet of paper 
which has been published by the American Farm Bureau Federation ? 

Mr. Wieatns. I don’t know about this, sir. 

Mr. Jones. I want to look at it. 

Mr. Wicerns. No, I haven’t seen this sheet. 

Mr. Jones. I want you to look at it pretty closely. 

Mr. Wiearns. I see that they follow it up, but that is the reason I 
made the statement in my original contention, that we are here only 
as our department. 

Mr. Jones. Do you think that is unbiased and an unprejudiced 
approach to the members of the Farm Bureau Federation? They 
sent it for the purpose of considering the recommendations of the 
Hloover Commission Report on Water Resources and Power ? 

Mr. Wicains. Well, I think that probably we are lax in that we 
didn’t know about this before in our organization. 

Mr. Lirscoms. What does that recommend ? 

Mr. Wicarns. It recommends that user charges should be made 
on inland waterways. 

Mr. Liescoms. Who is that put out by? 

Mr. Jones. It is put out by the American Farm Bureau Federation, 
isn’t it? 

Mr. Wicerns. Yes; I suppose that is correct. 

Mr. Liescoms. Who publishes it? 

Mr. Wicerns. I can’t find it. 

Mr. Jonrs (reading) : 


FarM BureEAvU Poticy Discussion SHEET No. 7 


After your recommendation is agreed upon, write it on a piece of paper and 
send it to your county farm bureau. 

Mr. Liescoms. I don’t know about the operation of these farm 
bureaus, particularly. What does that mean, “Send it to your county 
farm bureau?” 

Mr. Wicerns. There are 92 counties in Indiana and there is a sepa- 
rate unit organized in every county. That comprises the Indiana 
Farm Bureau. 
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Mr. Lirscoms. Is that the American Farm Bureau Federation then? 

Mr. Wicerns. Then the Indiana Farm Bureau is a member of that. 
It is a tied-together affair. [I was unaware of the stand on this, but 
the only position I am taking is that of the petroleum department 
and as it relates to our cost. 

Mr. Jones. You are against tolls and the National Farm Bureau 
Federation, evidently—of course, they say, “Discussion Sheet,” but 
it sets out conclusions where you might like to be against sin or against 
bureaucracy and be for God, mother, and home. Your answer is 
“Yes” and there is no other answer you can make. 

Mr. Wicerns. That is why I wanted to clarify my position when 
I first started. I am not speaking for this organization at all. I am 
speaking for the petroleum department of the Indiana Farm Bureau, 
itself. 

Mr. Jones. And whatever the Farm Bureau Federation position 
takes, that would not alter your position ? 

Mr. Wicarns. I am under orders to come down here and make these 
statements. I will go back and in our organization we will take an- 
other look at this thing. 

Mr. Lipscoms. If you were using this sheet, you would put your 
mark in that you disagreed with the position you here take. 

Mr. Wicarns. I would have to do that. However, in my position 
in the company, I would have to disagree. That is the only point 
that I wanted to make, that we are against that, in the fact that it 
would raise the cost to agricultural consumers of petroleum, again, 
fertilizers, and the bulk commodities. That would affect not only 
the farmers of Indiana, but the farmers in both river valleys, which 
actually is the bread basket of the United States. 

Mr. Jones. As a matter of fact, one of the greatest grain elevators 
is owned by the Decatur Co-op. 

Mr. Wieerns. That is right. 

Mr. Jones. You said it would not help only in the things which 
farmer purchased, but it would help in disposing of what is raised 
on Indiana farms? 

Mr. Wiecrns. That is exactly true. 

Mr. Jones. Thank you very much. 

Mr. Wicerns. Would you have an extra copy of that ? 

Mr. Jonzs. It is the only copy I have. 

Mr. Wiacrns. Well, I will find one. 

Mr. Lirescoms. Mr. ‘Chairman, it doesn’t say who puts this out. 

Mr. Jones. I don’t think there is any question about who puts it out. 

Mr. Wicerns. It has to be but one outfit. 

You wouldn’t write to Santa Claus after I read that. You would 
write the Farm Bureau. 

Mr. Lirscoms. It says to send it to the Farm Bureau. It doesn’t 
necessarily say that that is who put it out. 

Mr. Jones. I don’t know who else could put it out. 

Mr. Lirscoms. Somebody who objects to the Hoover Commission 
could have put it out. 

Mr. Jones. Mr. William Hull, National Waterways Conference, 
Ohio Valley Improvement Association. 
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STATEMENT OF WILLIAM J. HULL, NATIONAL WATERWAYS CON- 
FERENCE, OHIO VALLEY IMPROVEMENT ASSOCIATION, ASHLAND, 
KY. 


Mr. Huw. Mr. Chairman and members of the special subcommittee, 
this is the second time I have had the honor of appearing before your 
conimittee, Mr. Chairman, and I am very grateful to you for permit- 
ting me this privilege. 

I will probably not stay very close to my prepared statements, but 
will make references to either or both documents from time to time, 
as | proceed. I realize that the committee has heard a lot of witnesses 
and I don’t want to take up an undue amount of time. 

I will say this, however, that we have tried in the papers that are 
before you, to analyze as fully as we could, within the time we have 
had, this general question of the advisability and propriety of user 
charges on the inland waterways, sufficient to cover oper ating and 
maintenance casts as recommended by the Hoover Commission. 

Many aspects of the problem are considered. I will refer to some of 
them only briefly in the course of my oral testimony, and regarding 
others, with your permission I might wish to go into them more fully. 

Certain members of the committee asked me certain questions in 
Muscle Shoals. I will not bore you with a review of what I said down 
there. That is in the record and the first part of this prepared 
statement related to a summary of that testimony, just for your 
convenience. 

I believe it was Mrs. Griffiths who requested further information 
on the question of the purpose of the navigation clause in the North- 
west Ordinance. 

Beginning at page 2 of my prepared statement as distinguished 
from the document captioned “Memorandum,” I have summarized 
certain additional data, designed to demonstrate to the committee the 
true purpose of the navigation clauses, not only of the Northwest Ordi- 
nance, but of the Virginia compact of 1789, which had a similar clause, 
and of that information, I would only like to refer to the fact, which 
was new to me, that it was because of the fear of the settlers in the 
western country in the eighties, that the Congress would make a treaty 
with Spain—would authorize a treaty with Spain, authorizing navi- 
gation privileges to the mouth of the Mississippi, which was then 
under Spanish control for 30 years, that the two-thirds rule for the 

ratification of treaties was put in "the Constitution of the United 
States. 

The impact of that to my mind is that the people out here were so 
impressed with the importance of the river and the free access to the 
sea that it provided, that they were not willing to trust the Congress 
of the United States or any other governmental body with the power 
to deny them those privileges. 

If 1 may refer, Mr. Chairman, to the material on page 5 of the 
prepared statement, after reviewing the historical data in the earlier 
pages, read in the light of the historical background, it is clear that 
freedom of navigation, guaranteed by the Northwest Ordinance and 
other basic documents, was intended to insure untrammeled use of the 
western rivers to all our citizens. 

The underlying policy was not merely to prevent the various States 
from imposing discriminatory restraints—which you may recall was 








ON- 
ND, 


‘tee, 
our 
nit- 


but 
ime, 
sses 


are 
lave 
user 
and 


e of 
ling 
uly. 
s in 
own 
arec 
your 


tion 
rth- 


shed 
‘ized 
» the 
rdi- 
LUSse, 
hich 
| the 
eaty 
Thee 
then 
> the 
Lited 


re sO 
» the 
rress 
pwer 


* the 
rlier 


that 


and 


f the 


tates 
was 


fj 
Bi 
q 
3 
a 





Dacca ois We eminem oat ln 





pepe ne — . 
SS ee ERB at yt nt ate 84 ida, a 2 AOE a A al itch ie ann BRI MB A 













ORGANIZATION OF EXECUTIVE BRANCH OF GOVERNMENT 1575 


a question that Mrs. Griffiths put to me—but to deny to any govern- 
mental body, foreign or domestic, the power to obstruct, limit, or tax 
the right of all the people to navigation on the rivers as common high- 
ways. This view is summed up as follows in President John Tyler’s 
veto message of June 11, 1844. 


It— 


he said, referring to the Mississippi River— 


belongs to no particular State or States, but of common right, by express reser- 
vation, to all the States. It is reserved as a great common highway for the com- 
merce of the whole country. To have conceded to Louisiana, or to any other 
State admitted as a new State into the Union, the exclusive jurisdiction, and 
consequently the right to make improvements and to levy tolls on the segments 
of the river embraced within its territorial limits, would have been to have dis- 
appointed the chief object in the purchase of Louisiana, which was to secure the 
free use of the Mississippi to all the people of the United States. Whether levies 
on commerce were made by a foreign or domestic government would have been 
equally burdensome and objectionable. The United States, therefore, is charged 
with its improvement for the benefit of all, and the appropriation of governmental 
means to its improvement becomes indispensably necessary for the good of all. 


Mr. Jones. At the time he made that statement, there were a lot 
of boats operating up and down the Mississippi River. The President 
was in full knowledge that they were operating there and he did not 
feel it was incumbent upon the users of that stream to pay their own 
way insofar as improvements by way of navigation were concerned ? 

Mr. Huu.. Yes, Mr. Chairman. One further question was put to 
me—I believe it was by Congressman Reuss, at Muscle Shoals, and 
that was whether I had ever seen anything in any decision of the 
Supreme Court—and I expect he referred to any other court—that 
would give any support to the view of the task force of the Hoover 
Commission, that the word “free” in the Northwest Ordinance referred 
to freedom from monopoly control. 

I have reviewed the cases again and I find nowhere any indication 
that that was the purpose of the navigation clause. I did find in the 
case of Pennsylvania v. The Wheeling Bridge Company—which is 
an old Supreme Court case—a reference to the freedom of navigation 
clause in the Virginia compact, which is not quite so specific as the 
clause in the Northwest Ordinance, but very similar. There, the Court 
said : 

Now, an obstructed navigation cannot be said to be free. 


That referred to a bridge over the Ohio River and not to a monop- 
oly. I take it, it is reasonable to infer that the navigation clause use 
of the word “free” was not limited to freedom from monopoly as 
indicated by the task force. 

Now, Mrs. Griffiths asked me another question in Muscle Shoals, 
as to whether the historic guaranties to free navigation, adopted at a 
time when water transportation provided the only practical access to 
distant. markets, are affected by subsequent development of other 
means of transport. She said something to the effect : 

Well, this may have been very important in those early days when the water- 
ways were the only way by which people could move either themselves, their 
goods or their produce to market, but now we have many other fine means of 
transportation. 

The answer to that question, [ think, hinges first on whether water 
transport continues to play a unique and vital part in the Nation’s 
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transportation system, and second, whether the interests of other 
forms of transportation and the public interest dependent thereon, 
are so adversely affected by adherence to our free waterways policy 
as to justify its repudiation, considering the grave consequences of 
such repudiation for the commercial, industrial, and regional devel- 
opments which have been established in reliance upon our historic 
policy, assuring the benefits of low-cost water transportation to all 
the people. 

As to the importance of our waterways, I respectfully refer the 
committee to the report of President Truman’s Water Resources Pol- 
icy Commission where this matter is discussed in chapter 14. That 
is a rather extended discussion and I would only like to quote to the 
committee this brief portion of it. 

Mr. Jones. This is the Cook report ? 

Mr. Huu. Yes. It is called A Water Policy for the American 
People, Mr. Chairman. I am sure you are familiar with it. I think it 
is a very important document on this whole issue. 

The Commission said: 

The historical policy of the United States, as of other leading civilized coun- 
tries, has been and is to develop and maintain its waterways in order to promote 
its commerce and industry, and its military strength and defenses. 

Economically developed navigable water, accompanied by low-cost shore han- 
dling facilities, is frequently the cheapest mode of transportation of bulk raw 
materials and heavy commodities basic to agriculture and industrial production. 
Industry, and population dependent upon industry, locate and grow where low- 
cost transportation is available. Herein lies a main reason why so many large 
cities and industrial centers, in the United States and all over the world, are 
located on navigable water. 

Both water and land transportation are vital to the maintenance and growth 
of the Nation’s commerce and defense. Sound national transportation policy, 
as well as sound national water policy, require that our navigable water re- 
sources be developed and used to the fullest economical extent. 

There can be no serious doubt that our waterways afford the cheap- 
est transport of heavy and massive produce. The data as to the in- 
creased use of the waterways are the most conclusive evidence of their 
growing importance. The Ohio River itself provides one of the most 
dramatic examples. Here river-ton mileage has increased from just 
over 1.5 billion ton-miles in 1929 when the canalization program was 
completed, to more than 11.5 billion ton miles in 1953. For the Nation 
as a whole, inland waterway ton-mileage exclusive of the Great Lakes 
has increased from 26.8 billion in 1941 to 63.8 billion in 1952, an in- 
crease of 138 percent in 12 years. 

Surely the trucks and airplanes have not suffered as a result of 
growing waterway commerce. The railroads, which are the principal 
proponents of waterway user charges, appear to be having one of their 
best years. 

I have not burdened the record with statistics about how the rail- 
roads are doing this year. Those are in the published records of the 
Interstate Commerce Commission, and I am sure they will be ex- 
plored. Indeed, recent studies show that those railroads, which paral- 
lel the great waterways, are in a better position than the other roads. 

The problem of the effect of improved waterways on the railroads 
was considered by Herbert Hoover then Secretary of Commerce in 
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his address before the Mississippi Valley Association at St. Louis, 
Mo., on November 14, 1927. Mr. Hoover said: 


Another criticism to which I have given great consideration is that the open- 
ing of these great waterways would endanger the stability of our railway sys- 
tem. Taking the country as a whole, the railways must ever bear the major 
burden of our goods traffic. And there are many classes of goods which will 
always go by rail even parallel with the waterways. And here is an old saying 
that is true: “New transportation facilities create business.” It is well proved 
by our new highways. 

At one time in our history we practically abandoned the highways and water- 
ways for the railways. The invention of the gas engine has restored our high- 
ways and multiplied their traffic ten-thousandfold. Yet the total volume of 
passengers and goods on our railways has increased threefold in 25 years; the 
next quarter of a century promises even a larger addition to our population than 
the last 25 years. The railways must provide for the major burden of this in- 
crease, and I believe most railway operators agree that our railways can well 
be supplemented in their provision for this increased traffic by fully developed 
waterways. I have no fear for their prosperity. 

Much of the testimony presented to the committee has dealt with 
the dangers of user charges to industry and commerce and indeed to 
communities and entire regions established and developed in reliance 
upon the historic free w aterways policy of the United States. 

Suffice it to say, that the damage from such a basic change in national 
policy after 150 years of development in reliance upon it would be 
incalculable. The highly problematical advantages of waterway user 
charges to the railroads—and so far as I am aware the »y would be the 
only beneficiaries—can hardly justify so profound a detriment to the 
general economy. 

That, I have brought to your attention largely in response to Mrs, 
Griffiths’ question. 

Now, Mr. Chairman, I have furnished the committee with a rather 
extensive memorandum which we have prepared in our association, to 
analyze the provisions of the Hoover Commission report and the task 
force report in support of the recommendation of user charges on the 
inland waterways. The first part of it deals with an analysis of what 
the recommendation is and also considers ver y briefly dissenting Com- 
missioner Chet Holifield’s suggestion that in rec ommending user 
charges, the Hoover Commission had—rather in the formulation of a 
national water policy—the Hoover Commission had exceeded its con- 
gressional mandate. 

I only want to call the committee’s attention to this consideration : 
The Congress has always reserved to itself the field of internal im- 
provements, including especially waterway improvements. Acting in 
this area under its commerce, war, general property, and welfare 
powers. 

Indeed, the Supreme Court of the United States has said: 








It is for Congress alone to decide whether a particular project, by itself or as a 
part of a more comprehensive scheme, will have such a beneficial effect on the 
arteries of interstate commerce as to warrant it. That determination is legisla- 
tive in character. 

That is from the case of Oklahoma v. Atkinson (313 U. S. 508, 
527), decided in 1941. 

Thus there is a grave question as to the official standing of this 
report and its recommendations. The Congress itself must, of course, 
determine whether to accept the report or reject it as exceeding the 
Commission’s terms of reference. 
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Mr. Lirscoms. We are just considering the recommendations of the 
Hoover Commission report, a Commission created by the Congress. 
I mean there can be no action on the legislative recommendations of 
the Hoover Commission unless Congress acts on it, itself. 

Mr. Hut. I understand that, Congressman. I was only trying to 
indicate that the point raised by dissenting Commissioner Holifield, 
Congressman Chet Holifield, that the Commission may have ex- 
ceeded its congressional mandate, had some additional support in 
view of the historic insistence of Congress on reserving to itself ques- 
tions of internal improvement policy, particularly with respect to 
the waterways. And also to call attention to the fact that the matter 
of authorization and financing of waterway projects is legislative 
in character, and of course the statute creating the Hoover Coeiinis. 
sion said that they weren’t to consider matters within either the juris- 
diction of the courts or the Congress. That is just by way of a little 
additional consideration of what dissenting Commissioner Holifield 
said. 

Of course, it is up to the Congress to decide whether they will ac- 
cept the report or any part of it, and no recommendation could be- 
come effective—at least not the one we are primarily interested in— 
unless Congress makes it so. 

But I was pointing out that the tendency of the report, in this phase, 
is to go beyond what would normally be considered a matter iliting 
to the operations of the executive branch of the Government. 

Mr. Lirescoms. Just so this question does not come up too often in 
regard to other sections of the report, too, did you understand that the 
Hoover Commission had no right to go into questions of policy or 
legislative enactments and things of that sort? 

Mr. Huu. That is not my understanding, Mr. Lipscomb. My un- 
derstanding is that under the terms of the statute creating the Com- 
mission on the organization of the executive branch, they were not 
to consider anything but operations of the executive branch and they 
were authorized to make whatever recommendations they wanted to, 
be they legislative, or constitutional amendment or whatever action 
with respect to that matter. 

My point is—and I think it is the same point that Congressman 
Holifield made, that when they got into this field of internal improve- 
ment, then they would tread on the toes of the Congress because that 
was a legislative matter and not a matter within the normal scope 
of executive branch operations, at all. The executive branch has 
many functions which bear on it, but the basic policy determinations 
have always been made by the Congress, in the field of internal 
improvement. 

Mr. Lirscomrn. I read from this statement in the Hoover Commis- 
sion report. The report says: 

The final report of the Commission may propose such constitutional amend- 
ments, legislative enactments, and administrative action as in its judgment 
are necessary to carry out its recommendations. 

Mr. Hutx. Yes, sir, it is a question of what they may make recom- 
mendations about. I am suggesting Commissioner Holifield is right 
and when they made recommendations about this particular matter of 
internal improvement policy, which is what the tolls proposition really 
relates to, they weren't making recommendations about the efficiency 
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and businesslike character of the executive branch of the Government, 
at all. They were making a recommendation about a matter which is 
traditionally and historically and by decision of the Supreme Court 
one that can never be anything but a matter of legislative power. 

Mr. Lirescoms. And you are talking now with respect to recom- 
mendation No. 8 and with respect to no other recommendation 

Mr. Hutu. Yes, sir; although Commissioner Holifield went beyond 
chat. However, my remarks are limited to recommendation No. 8. 

Mr. Scuerer. Weren’t many of the recommendations made by the 
Hoover Commission ones that will require legislative action by 
Congress ? 

Mr. Hutu. Undoubtedly, Congressman, but the question goes to the 
subject matter. It isn’t that Commissioner Holifield or anyone else 
would say that as to matters involving the operations of the executive 
branch, the Commission was not fully authorized to recommend legis- 
lative action. The question is, could the Commission recommend any 
kind of action with respect to matters which are legislative in char- 
actor, because the statute excepts from their terms of reference matters 
normally within Congress and judicial jurisdiction. 

Mr. Scuerrr. The executive branch operates only through laws 
made by the Congress, itself. 

Mr. Hut. That is right. But it is the Congress who authorizes 
internal improvements. 

Mr. Scuerer. I cannot follow your reasoning, there. 

Mr. Hut. It is a question of subject matter. It is a question of 
what subjects the Hoover Commission was entitled to consider. I do 
not want to take up too much of your time with this. It is only an 
aside. I find in my own view of the matter, of the way the statute 
creating this Commission reads, that Commissioner Holifield’s point is 
quite well taken, particularly in the field we are mainly concerned 
about. I do not think the Hoover Commission really had any author- 
ity to make the tolls recommendation. 

Mr. Liescoms. Of course, that is a question about which there has 
been a lot of discussion, and different. people can have different legal 
opinions on it. 

Mr. Huw. That is true. 

Mr. Lirscoms. I think recommendation 8 should be discussed only 
with respect to the substantive merits of tolls, and that we should not 
get into that particular jurisdictional question. 

Mr. Hutt. I want to do that and I do not want to take up time 
unnecessarily with this other point, but I did think I should mention it. 
I do think it is a real question of law. 

Mr. Lipscoms. I am interested primarily in the merits of these 
recommendations, and I do not agree with Mr. Holifield and the posi- 
tion he has taken. 

Mr. Scuerer. Of course, Congress could act on it whether the 
Hoover Commission made the report or whether it did not make the 
report. 

Mr. Huw. If I may proceed, then. 

The memorandum which I have submitted deals, beginning at page 
4, with certain legal and policy questions in determining the ap- 
plicability of user charges. 

Now, there is a question, Mr. Chairman, as to what is intended by 
inland waterways, in the recommendation of the Hoover Commission. 
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You made a very convincing argument yesterday that it did include 
the Great Lakes. I take it that it does not include the ocean harbors. 
I would have said that there is some evidence that it was not intended 
really to include the Great Lakes, although your argument was so 
convincing I am about ready to abandon that point. 

The reason I felt that way about it when I read it initially was this, 
that the task force recommendations specifically refer, after men- 
tioning the inland waterways, to intercoastal canals, the Great Lakes 
and the ocean harbors and recommended that user charges be applied 
across the board. 

The Commission itself in its recommendation uses only the words 
“inland waterways.’ 

What it means exactly, I am not sure but I take it we can assume 
it does not refer to the coastal harbors. 

On that assumption I would like to call the attention of the com- 
mittee to the fact that if user charges are not extended to the ocean 
ports, then a serious constitutional | question arises because the ports 
preference clause of the Constitution, being the sixth clause of sec- 
tion 9, article I, provides that: 

No Preference shall be given by any Regulation of Commerce or Revenue 
to the Ports of one State over those of another; nor shall any vessel bound to, 
or from, one State, be obliged to enter, clear or pay duties to another. 

The closely related provisions of the first clause of section 8 of 
article I require that “all duties, imposts and excises shall be uniform 
throughout the United States.” Thus the rule of liability to tax 
must take no account of geography. 

That was decided in Florida v. Mellon (273 U.S. 12) (1927). 

Under these prescriptions, it seems clear that cies may not 
levy a tax on the movement of goods by water into the States of Ten- 
nessee, Arkansas, Missouri, Iowa, Nebraska, Kentucky, and West 
Virginia, which have no Great Lakes or ocean ports, and exempt from 
tex the movement of goods by water to all or any of the ports of other 
States. 

That was decided in Knowlton v. Moore (178 U.S. 41). 

While it is of course impossible to anticipate Qe precise terms of 
any legislation which may be introduced to implement the Commis- 
sion’s proposal, and full constitutional analysis must await such a 
bill, a discrimination against the inland waterways through exemp- 
tion of the Great Lakes and ocean ports would probably ‘invalidate 
any such bill, not only as a violation of the provisions cited above but 
as a deprivation of property without due process of law in violation 
of the fifth amendment. 

Consider, for example, the case of an oil refinery on the Ohio River 
whose inbound crude oil transportation from the lower Mississippi 
and gulf coast areas is subjected to prohibitive tolls—in competition 
for business in Pittsburgh with an east coast refiner whose crude oil 
moves toll-free from the gulf coast area, or more probably from some 
foreign oil field, to an east coast refinery and thence by pipeline. 
Thus, even if the canons of common equity should be defied as the 
Commission appears to recommend, the Constitution should afford 
protection against a discrimination so palpably unjust. 

Now, it seems to me the Commission in recommendation that the 
ocean ports to be excluded from the user charge proposal, was recog- 
nizing a dilemma and chose one horn. It chose the horn of uncon- 
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stitutionality, in my opinion. Actually, if user charges were initially 
limited to the inland waterways, the resulting inequities would be so 
severe as to force extension of the system to the ocean ports to the 
improvement of which large Federal expenditures have been made. 

ut such extension exposes the scheme to the other horn of the di- 
lemma which is hardly more attractive. For, unless we were pre- 
pared to tax American ships and cargoes while exempting those of 
foreigners, the imposition of user charges on the ocean ports would 
immediately involve repudiation of solemn treaty obligations of the 
United States with respect to fore'gn shipping and would give rise 
to the possibility of retaliatory charges against American vessels and 
cargoes in foreign ports, resulting in grave injury to our foreign 
trade. 

The task force chose that horn cf the dilemma, disregarding our 
foreign obligations. 'The Commission chose to be unconstitutional. 

This is not to suggest that the extension of user charges to the Great 
Lakes and ocean ports in itself would eliminate all constitutional vice. 
It may be that the ports preference clause would be strictly construed, 
as its history indicates it was intended to be, to prevent any differ- 
entials in rates as between ports of different States, even though the 
measure of the charge is uniform. For it will be recalled that the 
commercial chaos which gave rise to the Federal Constitution was 
the result in large part of the creation of more fortunate and less 
fortunate ports through imposition of greater burdens on ships in one 
port than in another. 

The vice sought to be corrected by the ports preference clause was 
the existence of these interport differentials. Grave questions would 
also be presented as to the constitutionality of charges under a scheme 
which delegated power to fix the rate of tax absent very specific stand- 
ards—Panama Refining Co. v. Ryan (293 U.S. 388); Schechter v. 
U.S. (295 U. S. 495)—or which imposed a tax on commercial users 
to reimburse the United States for the expense of maintaining the 
waterways for noncommercial use, as this proposal appears to do, or 
for purposes other than navigation. United States v. Butler (297 

J. S. 1). 

After an expenditure of $430,000 (see report, vol. 2, p. 10, dissent 
and separate statement of Commissioner Holifield) on this project, 
it might be supposed that the Commission would at least have offered 
some suggestion as to the resolution of this basic conflict inherent in 
its user charge recommendation. 

It is submitted that a proposal which simply ignores difficulties of 
such magnitude, attempting apparently to palm them off on the Con- 
gress, cannot be ropardad as the kind of constructive, well-considered 
recommendation which Congress was entitled to expect. 

Now, you have heard a considerable amount of testimony with re- 
spect to the difficulties, as a practica] matter, of determining equitable 
user charges. The portion of the memorandum beginning on page 7 
deals with that question at some length. I do not feel justified in 
rehearsing that material, now. It will be a part of the record, of 
course. Most of it you have already heard. 

I do call your attention to excerpts from speeches of certain officers 
of the Engineer Corps, which I think you will find interesting in 
considering the real complexities of trying to establish a fair system 
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of user charge rates, let alone the problems of economical adminis- 
tration. 

The next portion of the memorandum deals with the problems of 
apportionment of cost of user charges. You have heard testimony 
shia the difficulties of apportionment in the case of multipurpose 
projects. I am assuming that those problems can be solved somehow. 
I recognize how difficult they will be. 

It may be they can never be solved fairly, but for purposes of this 
discussion in this part of the memorandum. I have assumed that and I 
have tried to bring to the attention of the committee the fact that in 
the decisions of the Congress relating to the improvements of the 
waterways, the requirements of the National Government in many 
fields have been often the decisive factor. Not often, and I think 
rarely, mere peacetime commercial navigation, important though that 
be, because, as the memorandum indicates, just taking samples from 
various public documents, the national defense has often been a tre- 
mendous consideration, in determining whether or not waterways 
should be improved. 

I have cited the statement of President Truman’s Water Resources 
Policy Commission on that point, and also some letters and speeches 
of Presidents Truman, Roosevelt, and Eisenhower, indicating that 
broad, public-policy questions have often been of decisive importance 
in determining whether waterways should be improved, and that these 
considerations make it almost impossible to determine to what extent 
commercial users should be charged with the costs of improvements 
created to serve the broadest national purposes. 

I do call your attention specifically to a statement that President 
Calvin Coolidge made in his fourth annual message to the Congress, 
just to illustrate the problem, on December 7, 1926: 

The large Federal expenditure in improvement of waterways and highways in 
all comprise a great series of governmental actions in the advancement of the 
special interest of agriculture. 

On that basis, the user charges should be collected entirely from the 
farmers rather than from the commercial users of the rivers, and I 
think that points up the absurdity of the whole thing. 

Now, I proceeded after that discussion, to a consideration of the 
relationship of the user charge recommendation with the national 
transportation policy, beginning at page 13 of the memorandum. 

I am sure that you will recall this was a point to which Commis- 
sioner Holifield gave considerable attention in his dissenting opinion. 
I would like especially to call your attention to the expression of 
President Truman’s Water Resources Policy Commission on that 
issue. 

The report stated in part: 

The exaction of tolls on waterway commerce under existing regulatory policies 
would simply raise the costs and rate levels of the water carriers and would leave 
in the hands of the railroads the power to cut their rates to subnormal levels 
or below cost levels, thus impairing or destroying waterway commerce, and to 
offset their losses on the water competitive traffic by increasing the levels of 
other rail rates. There can be nv sound distribution of traffic on the basis of 
economic cost of each type of carrier until our rate and regulatory policies are 
revised to insure the charging of rates by each type of carrier based on its 


costs. Until that time a sound economic basis is lacking for exacting tolls on 
water commerce. 
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That is from, I think, page 214, volume 1, of the Truman Commis- 
sion’s report. 

It is worthy of note, also, that the consulting transportation econ- 
omist for the task force, Prof. John H. Frederick of the University of 
Maryland, gave his colleagues ample warning of the transportation 
policy problems implicit in the user charge proposal. 

As he states in his article entitled “User Charges on the Waterways 
of the United States,” that is printed in volume 3 of the task force 
report: 

Moreover, any successful application of user charges depends on the provision 
of adequate safeguards to maintain differentials in rate schedules between water 
transportation and competing transportation services, based on the actual costs 
of movements, in order to preserve the natural advantages in utilizing the 
waterways for the classes of commerce to which they are best adapted. 

The Commission and the task force utterly disregarded this caveat 
and yet its importance can hardly be overstated. For, under present 
regulatory policy governing railroad rates, waterway user charges 
can have no other effect than to facilitate the capture of waterway 
traffic by the railroads. 

Thus, any claims of advantages for such charges as means of evalu- 
ating the economic feasibility of waterway projects or of recovering 
Federal expenditures or of removing a so-called subsidy are rendered 
meaningless. 

If the railroads are empowered to dry up waterway traflic through 
below-cost rates, any user-charge revenues would be reduced to a 
trickle and rates on any remaining traffic on a ton-mile basis would 
become exorbitant. In fine, user charges without concurrent revision 
of transportation policy to require railroads to charge full-cost rates, 
would drastically reduce the value of the Fedeal investment in the 
inland waterway system and write the death warrant of future water- 
way development. 

The Commission and task force must be charged with intent and 
purpose to accomplish the inevitable consequences of their proposals. 
And it must, therefore, be concluded that the Commission and the 
task force desire to encompass the crippling or destruction of the 
inland waterway system. 

Mr. Lirscoms. Could you explain to us just exactly what the theory 
is about the railroads drying up the waterway traffic? 

Mr. Hutx. You have heard testimony already, I am sure, Mr. Lips- 
comb, and some was put in this morning, that even under present 
regulatory policy, the waterways are constantly threatened with 
below-cost rates charged by the railroads on trafiic which is competi- 
tive with the waterways. 

Mr. Liescoms. Are railroad rates below the costs 

Mr. Hut. They are below full costs. 

Mr. Lirscoms. Are they below water rates, now ? 

Mr. Hutu. They are low enough to capture business. 

Now, the point is that if user charges are imposed and waterway 
rates raised to that extent, thé task of the railroads in capturing 
waterway traffic will quite obviously be made easier. It is for that 
reason that President Truman’s Commission and I think every 
thoughtful student of this problem has always felt that whatever 
the merits of user charges, in general, they certainly have no merit 
under circumstances which would make them a means for facilitating 
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the capture of waterway traffic by the railroads. I think that is the 
sum and substance of it. 

Mr. Lirscomn. Is it just as easy to ship bulk traffic on the railroad 
as it is on the barges? 

Mr. Huu. It may be just as easy but it isn’t as cheap, full costs 
consideration. 

Mr. Lirscoms. Suppose the rates were on a competitive basis and 
this plant was still next to the waterway and there was a railroad 
right next to it. Is it not easier to put the bulk material on a barge 
and ship it down than it is to put it on a rail car? 

Mr. Hutu. I think that depends actually on whether, in particular 
‘ases, the operations are such as to enable you to accumulate sufficient 
masses of goods. Also, there is the question of speed required. In 
the movement of some bulky goods where there is a shortage, for 
example, as there is now in the case of aluminum pig and the goods 
have to move as quickly as they are manufactured to market, water- 
way transport ies those conditions, I understand, is not as effective 
as the railroads. 

On the other hand, for many, many movements, cost is the only 
determining factor. 

Mr. Lipscoms. ‘They would put it on the railroad for speed rather 
than save it up and put it on a big barge? 

Mr. Hutz. There are certain circumstances where that kind of 
speed is important; yes, sir. 

The memorandum then proceeds, beginning on page 16, to consider 
the relationship—what I have called the encroachment—of the Com- 
mission’s user charge proposal on the authority of Congress in the 
field of internal improvements. 

I don’t want to take up too much time. I am afraid I have taken 
up far too much already. Let me just summarize this this way, if 
I can: 

I think that the clear result of the user charge proposal made by 
the Commission authorizing the Interstate Commerce Commission 
to fix the rates, would be to prejudge, or to permit the executive 
branch to prejudge the question of the value of internal improve- 
ments. 

As you read through the report. of the Commission and the task 
force, it is perfectly obvious that they are making—that they would 
have the decision as to whether a waterway should be continued or 
not, depending on the revenues it produces. 

If the Interstate Commerce Commission can set the user charge 
rates, the Interstate Commerce Commission can determine the extent 
of the use, as a practical matter. So to that extent the prerogative 
of Congress in his field would be encroached upon. 

That leads me, gentlemen, to a discussion which is really of the 
essence of what I want to say in my oral presentation this afternoon: 
The problem of public improvements is a very old problem in the 
United States. There was a very extensive constitutional debate 
which ran over a period of 40 years or more in the Congress, as to 
whether the Congress really had the power to appropriate funds for 
internal improvements. The Virginia Presidents, recognizing even 
though they did the enormous importance of waterway improvement 
and development, thought that the Constitution ought to be amended 
to permit the Congress to appropriate money for those purposes, 
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The matter came finally to a head, when President Polk vetoed 
what was then called an internal improvements bill, toward the end 
of 1847. He vetoed it on the ground that the benefits of internal 
improvements were local and that the Congress was subsidizing—he 
did not use those words, but that is the idea—was spending money 
for the benefit of a small group of people. He said that was beyond 
the power of commerce, under the Congress power or any other power 
he could think of. 

Then one day in June 1848, Abraham Lincoln, who was then a 
young member of the House of Representatives from the Seventh 
District of Illinois, arose to consider President Polk’s veto message. 

Abraham Lincoln addressed himself first to the competency of 
Congress practicing economy in this field. It was said that the Nation 
would be ruined by all kinds of local groups seeking improvement 
money, particularly for the waterways. 

Abraham Lincoln noted that in a 4-year period when more than 
$200 million had been requested for internal improvements, the Con- 
gress had in fact appropriated $1,879,627.01 for such purposes. He 
concluded that since Congress had kept these expenditures within 
reasonable limits, it might be expected to continue todoso. Evidently 
he had a greater confidence in that body than the task force or the 
Commission. He then answered the second objection in the following 
passage: 


Now for the second position of the message, namely, that the burdens of im- 
provements would be general, while their benefits would be local and partial, 
involving an obnoxious inequality. That there is some degree of truth in this 
position I shall not deny. No commercial object of Government patronage 
can be so exclusively general, as not to be of some peculiar local advantage; but, 
on the other hand, nothing is so local as not to be of some general advanta‘e. 
The Navy, as I undestand it, was established, and is ma‘ntained, at a great an- 
nual expense, partly to be ready for war, when war shall come, but partly also, 
and perhaps chiefly, for the protection of our commerce on the high seas. This 
latter object is, for all I can see, in principle, the same as internal improvements. 
The driving a pirate from the track of commerce on the broad ocean, an’ the 
removing a snag from its more narrow path in the Mississippi River, cannot, I 
think, be distinguished in principle. Each is done to save life and property, and 
for nothing else. The Navy, then, is the most general in its benefits of all this 
class of objects; and yet even the Navy is of some peculiar advantage to Charles- 
ton, Balitmore, Philadelphia, New York, and Boston, beyond what it is to the 
interior towns of Illinois. The next most general object I can think of, would 
be improvements on the Mississippi River and its tributaries. They tou’-h 13 
of our States—Pennsylvania, Virginia, Kentucky, Tennessee, Mississippi, Loui- 
siana, Arkansas, Missouri, Illinois, Indiana, Ohio, Wisconsin, and Iowa. 

Now I suppose it will not be denied, that these 13 States are a little more in- 
terested in improvements on that great river than are the remaining 17. These 
instances of the Navy, and the Mississippi River, show clearly that there is 
something of local advantage in the most general objects. sut the converse is 
also true. Nothing is so local as not to be of some general benefit. 

Take, for instance, the Illinois and Michigan Canal. Considered apart from 
its effects, it is perfectly local. Every inch of it is within the State of Illinois. 
That canal was first opened for business last April. In a very few days we were 
all gratified to learn, among other things, that sugar had been carried from New 
Orleans, through the canal, to Buffalo, in New York. This sugar took this route, 
doubtness, because it was cheaper than the old route. 

Supposing the benefit in the reduction of the cost of carriage to be shared 
between seller and buyer, the result is, that the New Orleans merchant sold his 
sugar a little dearer, and the people of Buffalo sweetened their coffee a little 
cheaper than before; a benefit resulting from the canal, not to Illinois where the 
canal is, but to Louisiana and New York, where it is not. 

In other transactions Illinois will, of course, have her share, and perhaps the 
larger share too, in the benefits of the canal; but the instance of the sugar 
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clearly shows that the benefits of an improvement are by no means confined to 
the particular locality of the improvement itself. 

The just conclusion from all this is, that if the Nation refuse to make improve- 
ments of the more general kind, because their benefits may be somewhat local, 
a State may, for the same reason, refuse to make an improvement of a local 
kind, because its benefits may be somewhat general. 

There is more. I think that gives you the essence of Abraham 
Lincoln’s thinking on the question. 

I would say, gentlemen, that it is hardly a novel problem that is 
yresented by the Commission and the task force recommendation. 
Tt was considered and decided long ago that Congress must make these 
decisions with respect to internal improvements pursuant to its broad 
legislative powers, taking into account all factors of national policy 
which it deems relevant and on the basis of such expert evidence as 
it desires. 

The national interest—not the ability of promoters to repay—is 
the criterion and the Congress, not the Interstate Commerce Com- 
mission nor any other agency of Government, must have the decisive 
voice. 

I have already reviewed for you gentlemen, at Muscle Shoals, much 
of the history of the development of our free waterways policy. That 
matter is referred to and considered again in this memorandum. It 
then proceeds to an analysis of the diffusion of benefits accruing from 
low-cost waterway transportation. Then, after giving a scold heebly 
statistics on that, which will be there for you in the record, we have 
run a little poll on the Presidents of the United States to get their 
views on just who the beneficiaries of the waterways were. 

Time is too short to permit me to run through it, but I can say to 
you that with the exception of Presidents Polk and Buchanan, the 
only Presidents that I can ever find who ever commented at all on 
this question have recognized the broad sweep of public benefits de- 
rived from river improvements. 

Even the last three Presidents, whose views are indicated in the 
memorandum, concerning the use of tolls, have been very clear about 
the wide sweep of the benefits resulting. 

The views of Abraham Lincoln on these benefits are set forth above. 

Mr. Lincoln refuted President Polk and set out the wide benefits 
from sound waterway improvements. 

The views of all but a small group of obstructionist Presidents, such 
as Polk and Buchanan, are fully in accord. 

I have quoted several interesting passages dealing with the sweep 
of benefits, and I will be glad to furnish the committee if it should 
be their wish with a complete collection of all the Presidential state- 
ments that I have been able to dig out of the various Presidential 
messages on this question. 

I would like in closing to address myself briefly to a matter that 
was of particular interest to you, Mr. Lipscomb, in Muscle Shoals, 
and that is the question of just what Presidents Roosevelt, Truman, 
and Eisenhower meant in their recommendations for tolls. 

I want to say first, as I did say down there in Muscle Shoals, that 
I feel sure that in recommending user charges, as this record will, 
I hope, demonstrate, they have broken with the essential tradition 
of the Presidents and the Congress of the United States. The recom- 
mendations however are tentative. Actually, as I read President 
Roosevelt’s and President Truman’s suggestions, they appear to be 
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not much more than a suggestion that the question of a small charge 
be studied. 

President Roosevelt had a couple of commissions appointed to con- 
sider this matter and both of them came back with recommendations 
that such charges should not be imposed. 

President Truman had a commission appointed to study water- 
resources policy, and they came up with a very qualified recommenda- 
tion. They said: 

There is no economic case for user charges, now, when transportation policy 
is such as to permit the railroads to charge less than actual-cost rates. 

Now, that is substantially what the conclusion of President Tru- 
man’s Commission was. 

Mr. Lirscoms. President Truman still recommended some type of 
user charge, even though his Commission recommended that there 
should not be one. 

My point was in talking to your people here—I mean I did not want 
them to leave here with the impression that the report of the Hoover 
Commission, just submitted in June, constituted the first time this 
was proposed to the American people. This has been a long fight 
over a long period of years. As far back as I know, in 1939. 

Mr. Hutu. I quite agree it has been a hotly debated issue. I do 
believe it is fair to say, though, that the suggestions made by Presi- 
dents Roosevelt and Truman were rather tentative. They were in no 
sense definite as to exactly how much or when or where. Clearly they 
recognized the need for a lot of study of the problem. 

Mr. Liescoms. Was that not the same case of the recommendation 
of the Hoover Commission? It is rather tentative and vague. 

Mr. Jones. It seems to me the record will speak for itself as to what 
was said and when it wassaid. Trying to reconcile what was or what 
was not said does not seem to have any application to the case in point. 

Mr. Hutu. I would like to call your attention especially however to 
the material on page 63 of this memorandum with regard to President 
Eisenhower’s statement. There, whether through editorial error or 
deliberately, the task force put together two parts of President Eisen- 
hower’s budget message of January 17, 1955, which were widely sep- 
arated, and they managed to create the impression, which I suggest 
is not correct, that he was very definitely recommending user charges 
on transportation facilities. 

Without taking further time, I would like to express our sincere 
thanks for the opportunity of being heard and to say, finally, that I 
think the basic issue involved is whether the Congress will continue 
to honor the pledges of the United States Government originating 
deeply in our national history. 

Thank you, very much. 

Mr. Jones. I would like to say this, that I have read over this memo- 
randum and that I intend to carry it with me and to use it. I think 
a great service has been ‘pinataien in this document. I believe it 
would be to your credit or to the credit of other organizations to pub- 
lish this in booklet form. I do not believe I have seen anythin’ that 
is so complete as this document. It is a document that should meet 
the the eyes of everybody who is interested in internal improvements. 

Mr. Liescoms. Mr. Hull, did you or any member of your organiza- 
tion appear before the Hoover Commission task force, on this subject? 

70818—5é—pt. 8——11 
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Mr. Hutz. Yes, sir. The executive vice president of the Ohio 
Valley Improvement Association, George Hubley, who was then 
executive vice president of the Ohio Valley Improvement Association, 
and if my memory serves me correctly, it was in June of 1954, in 
Chattanooga. I think that is right. 

Weren't hearings held in Chattanooga in June 1954? 

Well, that was the time, and Mr. Hubley did appear before the task 
force and he then testified in opposition to user charges, and also testi- 
fied in support of the program of the Corps of Engineers and gave 
strong commendation to the corps for the manner in which they 
discharged their duties. 

Mr. Lirscoms. Was your testimony there basically the same as it 
has been before this committee on the two occasions you have 
appeared ? 

Mr. Hut. The testimony there was of a very general kind. 

Mr. Lirscoms. They did not have the benefit of all this documenta- 
tion ¢ 


Mr. Hvuuz. They did not. 


Mr. Liescoms. That is too bad. 

Mr. Hutu. We were not able in the time we then had to do this 
kind of job and we were working at it a good while. 

Mr. Jones. Thank you, very much. 

(The memorandum of Mr. Hull and the prepared statement referred 
to, follow :) 
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The task force apparently believes that competitive reductions in railroad rates reduce rail- 
road costs 


and State governments but would omit from waterway benefits the ains in tax revenucs. 
The bias of the task force is betrayed in a misquotation of President Eisenhower on the sub- 
2ct of user charges. 
whe contiaued preoccupation of the Commission and of the task force with the alleged sub- 
sidy of waterway transportation accompanies a persistent indifference to the reeord of 
railroad subsi:iies. 


F. 
eosts. 
G. The task force would inflate waterway costs by the amounts of supposed tax lnsses to local 
H. 
I. 


Seadeke. 

Ap veeidix A. Separate statements of Commissioners Brownell, Flemming, Farley, and Holifield, 
Appen iix B. Ex. e-pt from A Water Policy for tae American | eople. 

Appendix C. Basic economic data and charts. 


I. INTRODUCTION 


The Commission on the Organization of the Executive Branch of the Govern- 
ment under the chairmanship of the Honorable Herbert Hoover was established 
by Congress pursuant to Public Law 108, 1953, to “study and investigate the 
present organization and methods of operation of all departments, bureaus, 
agencies, boards, commissions, offices, independent establishments, and instru- 
mentalities of the Government except the judiciary and the Congress of the 
United States to determine what changes therein are necessary to acomplish 
the purposes set forth in section 1 of this Act.” Those purposes relate to matters 
of efficiency and economy and improved service in the transaction of the publie 
business. 

In dissenting from the majority report of the Commission on Water Resources 
and Power, Congressman Chet Holifield, of California, a member of the Com- 
mission, takes the position that “the formulation of a national water policy * * * 
exceeds the congressional mandate” (report, vol. 2, p. 17, of the Commission on 
Reorganization of the Executive Branch of the Government, Water Resources 
and Power). 

It may be noted here that the Congress has always reserved to itself the field 
of internal improvements, including especially waterway improvements, acting 
in this area under its commerce, war, Federal property and general welfare 
powers. Indeed the Supreme Court of the United States has said: 

“It is for Congress alone to decide whether a particular project, by itself or 
as a part of a more comprehensive scheme, will have such a beneficial effect on 
the arteries of interstate commerce as to warrant it. That determination ig 
legislative in character” (Oklahoma v. Atkinson, 313 U. S. 508, 527 (1941) ). 
{Emphasis added. | 

Thus there is a grave question as to the official standing of this report and 
its recommendations. The Congress itself must, of course, determine whether 
to accept the report or reject it as exceeding the Commission’s terms of reference. 

The Commission on the Organization of the Executive Branch of the Govern- 
ment (generally known as the Hoover Commission) consisted of the following 
members: Herbert Hoover, Chairman; Herbert Brownell, Jr., James A. Farley, 
Arthur 8. Flemming, John L. McClellan, Robert G. Storey, Clarence J. Brown, 
Chet Holifield, Joseph P. Kennedy, Solomon C. Hollister. 

Herbert Brownell, Jr., Attorney General of the United States, and Arthur & 
Flemming, Director of Defense Mobilization, the two members of Cabinet rank, 
dissented from the majority recommendation of user charges on the inland 
waterways, as did Congressman Holifield. The Honorable James A. Farley 
filed a separate statement containing significant comments indicating disagree- 
ment with the user charge and other restrictive proposals of the majority 
members. 

The relevant portions of these separate statements are set forth in appendix A 
to this analysis. 

The Commission’s report is based upon the report of its Task Force on Water 
Resources and Power, the chairman of which was Adm. Ben Moreell, chairman 
of the board of Jones & Laughlin Steel Corp. 

In the ensuing discussion of the Commission’s recommendation of user charges, 
the underlying report of the task force will be considered and analyzed. 


II. THE COMMISSION’S USER CHARGE RECOMMENDATION 


As set forth in the caption, the majority of the Commission has recommended 
“That Congress authorize a user charge on inland waterways except for smaller 
pleasure craft, sufficient to cover maintenance and operation, and authorize the 
Interstate Commerce Commission to fix such charges.” 
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The recommendation of the task force on this question was as follows: “That 
the Congress enact legislation to establish a system of user charges relating to 
the inland and intracoastal waterways, the Great Lakes and connecting chan- 
nels, and seacoast harbors and channels of the United States. For projects 
now in operation, such charges should cover all costs of maintenance and opera- 
tion by whatever agency incurred. For future projects (including future capi- 
tal expenditures for projects now in operation) the charges should cover all 
Federal costs, i. e., maintenance, operation, and capital costs. All such charges 
should apply to regions, or systems, rather than to individual projects, so as 
to avoid discrimination” (report of the task force, vol. 1, p. 102, recommenda- 
tion 21.1). 

There is an apparent divergence of views as between the Commission and 
its task force as to the scope and the amount of the user charges proposed and 
as to the means by which they are to be determined. The Commission’s rec- 
ommendation refers only to the “inland waterways.” The task force specifically 
refers also to “intracoastal waterways, the Great Lakes and connecting chan- 
nels and seacoast harbors and channels of the United States.” While it is 
possible that the Commission uses the expression “inland waterways” to mean 
all waters shoreward of the high seas as covered by the Pilot Waters Act of 
1895 (Title 83, U. S. C., Dee. 1951), it seems somewhat more likely that the 
Commission does not intend user charges to apply to the Great Lakes and ocean 
harbors. An intermediate position is perhaps more the true interpretation, 
namely, that the Commission would include the Great Lakes and exclude the 
ocean harbors in the term “inland waterways.” In any event there is an am- 
biguity in the Commission’s recommendation on this score. Actually, this ques- 
tion of scope has serious legal and policy implications which are discussed under 
the heading “The Dubious Constitutionality of the Commission’s Recommenda- 
tion and the Dilemma of Treaty Obligations,” below. 

There are additional differences in the Commission and task force recom- 
mendations as follows: 

(a) The Commission would limit the charges to those sufficient to cover 
operation and maintenance on all projects. The task force would so limit charges 
on existing projects but for future projects, including future capital expenditures 
for projects now in operation, the task force would cover all Federal costs, i. e., 
maintenance, operation, and capital costs. 

(o) The Commission would exclude smaller pleasure craft; the task force 
proposes no such exception. 

(c) The task force would apply the charges to regions or systems, rather than 
to individual projects, “so as to avoid discrimination.” The Commission is silent 
on this aspect of the problem. 

(d) The Commission would empower the Interstate Commerce Commission 
to fix the charges. The task force does not suggest any agency to fix the charges. 

(e) The Commission believes such a charge would “quickly demonstrate which 
waterways have now become an obsolete service and thus indicate those where 
the cost of maintenance and operation could be eliminated” (Commission report 
p. 85), but suggests no procedure for abandonment. The task force would re- 
quire periodic reports to Congress from the Interstate Commerce Commission on 
the adequacy of user charges to meet operating and maintenance costs of “each 
particular project,” with a proviso that if the charges collected over a period 
of 5 years are insufficient to meet such charges, that agency “should report the 
fact to Congress with a recommendation for abandonment of the project, except 
that where national defense requires continuance of the project, this fact should 
be reported as a reason for nonabandonment” (report of task force, vol. 1, p. 102). 
It may be noted in passing that the task force does not disclose how the Inter- 
state Commerce Commission is to determine whether the charges are sufficient 
to meet the operating and maintenance costs of “each particular project” under 
its system calling for charges applicable to “regions or systems,” rather than to 
individual projects. 


Ill. THE DUBIOUS CONSTITUTIONALITY OF THE COMMISSION’S RECOMMENDATION AND 
THE DILEMMA OF TREATY OBLIGATIONS 


As noted above, the Commission would apparently exclude the ocean harbors 
from user charges and possibly the Great Lakes and the intracoastal canals. 
The task force, on the other hand, would include all these waterways. The Com- 
mission and the task force, just as all others seriously considering the application 
of a user charge, were faced with a dilemma. If the ocean harbors are exempt, 
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while charges are applied to the inland waterways, a grave constitutional ques- 
tion arises. The ports preference clause of the Constitution, being the sixth 
clause of section 9 of article I, provides that— 

“No Preference shall be given by any Regulation of Commerce or Revenue 
to the Ports of one State over those of another; nor shall any vessels bound to, 
or from, one State, be obliged to enter, clear or pay Duties to another.” 

The closely related provisions of the first clause of section 8 of article I 
require that “all duties, imposts, and excises shall be uniform throughout the 
United States.” Thus the rule of liability to tax must take no account of geog- 
raphy (Florida v. Mellon, 273 U. S. 12 (1927) ). 

Under these prescriptions, it seems clear that Congress may not levy a tax 
on the movement of goods by water into such States as Tennessee, Arkansas, 
Missouri, Iowa, Nebraska, Kentucky, and West Virginia and the Great Lakes 
States which have no ocean ports, and exempt from tax the movement of goods 
by water to the ocean ports of seacoast States (Knowlton v. Moore, 178 U. S. 41). 

While it is, of course, impossible to anticipate the precise terms of any legisla- 
tion which may be introduced to implement the Commission’s proposal, and full 
constitutional analysis must await such a bill, a discrimination against the 
inland waterways through exemption of ocean ports would probably invalidate 
any such bill, not only as a violation of the provisions cited above but as a 
deprivation of property without due process of law in violation of the fifth 
amendment. 

Consider, for example, the case of an oil refinery on the Ohio River whose 
inbound crude oil transportation from the lower Mississippi and gulf coast areas 
is subjected to prohibitive tolls, in competition for business in Pittsburgh with 
an east coast refiner whose crude oil moves toll-free from the gulf coast area 
(or more probably from some foreign oilfield) to an east coast refinery and thence 
by pipeline. Thus even if the canons of common equity should be defied as the 
Commission appears to recommend, the Constitution should afford protection 
against a discrimination so palpably unjust. 

That is the horn of the dilemma on which the Commission has apparently 
chosen to impale itself. Actually it seems probable that even if the user charge 
program were initially limited to the inland waters, the resulting inequities 
would be so severe as to force extension of the system to the ocean ports for the 
improvement of which large Federal expenditures have been made. But such 
extension exposes the scheme to the other horn of the dilemma which is hardly 
more attractive. For, unless we were prepared to tax American ships and 
cargoes while exempting those of foreigners, the imposition of user charges on 
the ocean ports would immediately involve repudiation of solemn treaty obliga- 
tions of the United States with respect to foreign shipping and would give 
rise to the possibility of retaliatory charges against American vessles and cargoes 
in foreign ports, resulting in grave injury to our foreign trade. 

This is not to suggest that extension of user charges to the ocean ports in 
itself would eliminate all constitutional vice. It may be that the ports prefer- 
ence clause would be strictly construed, as its history indicates it was intended 
to be, to prevent any differentials in rates as between ports of different States, 
even though the measure of the charge is uniform. For it will be recalled that 
the commercial chaos which gave rise to the Federal Constitution was the result 
in large part of the creation of more fortunate and less fortunate ports through 
imposition of greater burdens on ships in one port than in another. The vice 
sought to be corrected by the ports preference clause was the existence of these 
interport differentials. Grave questions would also be presented as to the 
constitutionality of charges under a scheme which delegated power to fix the 
rate of tax absent very specific standards (Panama Refining Co. v. Ryan, 298 U. 8S. 
388; Schechter v. U. 8S., 295 U. S. 495) or which imposed a tax on commercial 
users to reimburse the United States for the expense of maintaining the water- 
ways for noncommercial use, as this proposal appears to do, or for purposes other 
than navigation. (Cf. U. 8. v. Butler, 297 U. 8.1.) 

After an expenditure of $430,000 (see Report, vol. 2, p. 10, Dissent and Sepa- 
rate Statement of Commissioner Holifield) on its project, it might be supposed 
that the Commission would at least have offered some suggestion as to the reso- 
lution of this basic conflict inherent in its user charge recommendation. 

It is submitted that a proposal which simply ignores difficulties of such magni- 
tude, attempting apparently to palm them off on the Congress, cannot be regarded 
as the kind of constructive, well-considered recommendation which Congress 
was entitled to expect. 
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IV. THE COMMISSION’S DISREGARD OF THE COMPLEXITIES OF USER CHARGE 
DETERMINATION 


The Commission adopts the easy solution of this difficult question. It would 
authorize the Interstate Commerce Commission to fix the charges. But it is ele- 
mentary that Congress shall prescribe the standards governing the administra- 
tive determination. What shall the standards be? The Commission indicates 
no awareness of the complexities of the problem, much less proposes any solu- 
tion. Shall the rates be on a straight ton-mile basis? If so, the rate on a ton 
of coal valued at, say $10 will be the same as the rate on a ton of automobiles 
valued at, say, $1,000. Shall the same measure of user charges apply in the de- 
velopmental period of a new waterway project as in later years when traffic poten- 
tialities have been more nearly realized? If so, the new project is condemned 
before it starts; if not, how shall unlawful discriminations and preferences 
among competing shippers and carriers utilizing different waterways be avoided? 
Shall differentials be provided in relation to maintenance costs on the various 
waterways? On the 1,000-mile reach of the Mississippi where there are no locks, 
shall the charge be the same as on the 981-mile reach of the Ohio where there are 
46? If not, how will the shippers dependent on the Ohio compete with shippers 
on the Mississippi for business in Chicago? The dangers of dislocating business 
and competitive relationships through ill-conceived user charge rates are acute. 
If the Commission is aware of such problems, how would it resolve them? They 
eannot be brushed aside; they affect the foundations of our economic life, for 
whole communities rise and fall depending on shifts in the relationship of trans 
port costs. This is but one of many examples of the economic myopia of the 
Commission, its utter failure to grasp the farflung and intricate economic rela- 
tionships which bind the Nation together. 

The problems of user charge rate determination are manifold and complex. 
Administration of the user charge system once established will also give rise 
to difficult questions. These matters have been carefully considered by the Corps 
of Engineers of the United States Army and the results of their studies have 
been summarized in two recent addresses by officers of the Corps, set forth below: 


Ezcerpt from remarks by Maj. Gen. B. L. Robinson, Deputy Chief of Engineers 
for Construction, before the Intracoastal Canal Association of Louisiana and 
Texas, New Orleans, La., October 11, 1954 


“Tt is a responsibility of the Corps of Engineers, as the Federal agency entrusted 
with the Nation’s navigable waterway construction program to be able to answer 
questions concerning the possible effect of tolls or user charges upon navigation 
facilities. We could not uphold our own policy on tolls without having current 
facts and studies to back it up. So I am in a position to tell you that our 
opposition to tolls is not based on mere preference, or a stubborn insistence on 
blind tradition, but upon a detailed and up-to-date analysis of some of the 
Snares problems that would be involved in any attempt to impose such 
charges. 

“The economic factors involved are complex. There are places where the 
investment cost of a waterway is so low and traflic so heavy that it would require 
only an insignificant charge indeed to repay the Government’s expenditure. In 
the same general vicinity there may be other communities whose waterway 
facilities cost more, and whose traffic is not as heavy, and whose businessmen, 
shippers, and carriers consequently would have to pay perhaps many times 
as great a charge. This would make a mockery of free competition between 
adjacent ports with high differential charges. 

“The corps has recently completed a study showing the wide variations in 
the cost-versus-tonnage ratios in adjacent ports and waterways. 

“If, to offset this difficulty, we group ports by regions, and inland waterways 
by systems, for chargemaking purposes, we encounter the problem of inter- 
regional competition, and the subsidization of less efficient facilities at the expense 
of those which are more desirable by nature or enterprise. In short, there is 
mo ready answer even to the fundamental question of whether user charges 
would be feasible, or whether they would have the result of wiping out important 
segments of our flourishing water-transportation industry. 

“But the effect of such charges upon waterway traffic, and problem of com- 
petition between port and port, trade area and trade area, and system and 
system, constitute only the first ring of complexities that the imposition of user 
charges would involve. Beyond these we must consider the balance of the 
national transportation system as a whole. If we grouped all the ports of a 
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given region for ratemaking purposes—say, the gulf ports as one region, and 
the South Atlantic ports as another, though these regions themselves serve 
largely overlapping hinterland areas—and if we classified our waterways into 
categories, such as deep-draft harbors, inland waterways, shallow-draft harbors, 
and so forth, and if we were to establish schedules of charges based on the 
characteristics of each category of shipping and upon the commodities it carried— 
after doing all this, we would face the monumental task of adjusting those rates 
and schedules to the already established and immensely involved rate struc- 
tures of the rail and motor carriers, with all their complexities of geographical 
division, points of service, commodity classes, long- and short-haul stipulations, 
fourth-section adjustments, and whatnot. Yet some such adjustment would 
have to be made; for if it weren’t the competitive situation between carriers 
would become a shambles, and the waterways transportation industry would 
undergo a complete upheaval. 

“In addition to all these problems, we must consider the effect of user 
charges upon our foreign trade, the possibility of retaliatory charges against 
American vessels and cargoes in foreign ports, and related problems. We must 
consider the vast problem of administering a program of user charges—of meas- 
uring the cargoes and collecting the fees upon all of our 28,000 miles of waterway 
and at all of our 500 locks and 300 harbors. We must consider which costs 
should be recovered, and which not—for it would be manifestly unjust as well 
as immensely difficult to go over a system which has grown up gradually over 
a period of 130 years on the assumption that use would be free, and forming 
the basis of vast private and other investments made on the same assumption, 
and try to make our user-charge policy retroactively recover costs which were 
never meant to be repaid. And finally, we must consider the implications to 
national defense; for if the imposition of user charges would have the effect 
of eliminating any of our waterways, whether already existing or potentially 
feasible, it would constitute a strategic weakening of our country’s capacity for 
defense and military effectiveness—a matter which alone might outweigh many 
other arguments.” 


Excerpts from remarks by Brig. Gen. EH. T. Itschener, Assistant Chief of En- 
gineers for Civil Works, before the Mississippi Valley Association, in St. 
Louis, Mo., February 7, 1955 
“The proposal for imposition of tolls on waterways would reverse a long- 

standing statutory policy that our waterways shall be public highways, forever 

free. National policy on this subject stems from one of the first acts of the 

First Congress of the United States, and has been reaffirmed on numerous occa- 

sions. The Corps of Engineers, as the Federal agency entrusted with the 

Nation’s navigable waterway construction program, has studied this question 

thoroughly in order to determine the possible effects of the imposition of user 

charges on navigation facilities. Our conclusious, based on months of intensive 
study by economists and engineers skilled in waterway development, is that if 
tolls are to be imposed—and the corps has been traditionally opposed to them— 
they should be imposed upon all of our water-transportation facilities alike; 
they should be charged by some method which would control the rate structure 
for all modes of transportation so that the advantages of each are preserved 
and unfair competitive practices are avoided and they should be made uniform 
by regions for ports and by integrated systems for inland waterways in some 
arrangement that would result in a minimum of adverse competitive effect as 

a result of tolls. Finally, we are convinced that the possibility of achieving these 

requirements is doubtful, to say the least, and that in any event the results would 

not be worth the immense readiustments and costs that would be involved.” 
The failure of either the Commission or its task force even to hint at the 
existence of such complexities and objections, before proposing so revolutionary 

a proposal as tolls or user charges on the free waterways of America, must 

gravely weaken the force of their recommendation. For such an obvious omis- 

sion suggests either ignorance or prejudice. 


Vv. UNFAIRNESS OF ASSESSMENT OF FULL WATERWAY COSTS AGAINST SELECTED USERS 


The actual needs of peacetime commerce are not the sole nor always the primary 
purpose of waterway improvements. As illustrated below, decisions with regard 
to such improvements are often influenced by considerations of broad national 
policy, such as national defense, economic stabilization or the needs of agriculture. 
To assess the costs of maintaining facilities created for such purposes against 
particular private users would be manifestly unjust. 
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Quite apart from the problem of identifying the beneficiaries of waterway 
improvements discussed below, the language of the Commission’s user-charge 
recommendation indicates an intention to impose all waterway costs of operation 
and maintenance on commercial shipping and larger pleasure craft. The lan- 
guage of the task force is even more specific.—“All costs of maintenance and oper- 
ation” are to be recovered on existing projects and, on future projects, including 
additions and improvements, “all Federal costs (including capital cots)” are to 
be recaptured. It is assumed, although this is not clear, that the Commission 
would not charge commercial users of the waterways with costs fairly attribu- 
table to flood control, or other nonnavigation features of multipurpose projects. 
Such allocation will, of course, present serious problems, as is always the case 
with joint costs. But even disregarding those problems, there would appear to 
be no fair method for determining the extent to which selected users should pay 
for the costs of maintaining facilities intended to serve the purposes of public 
policy. 

The requirements of national defense may dictate waterway improvements or 
may influence their timing and scope. Indeed, the services rendered the Nation 
by its improved waterways during World War II were of such magnitude and 
importance as to earn for them the following tribute from President Truman’s 
Water Resources Policy Commission: 

“The service rendered by inland waterway transportation during World War II 
demonstrated conclusively that it is of vital importance to national defense. Its 
performance in contributing toward the winning of the war more than justified 
the confidence of Congress in the Corps of Engineers’ waterway improvement 
program prosecuted for and sponsored by the people, and more than repaid the 
Federal Government for all the expenditures of public funds for that program” 
(appendix 5 to the report of the President’s Water Resources Policy Commission 
(1950), p. 424). 

In accord are: President Franklin D. Roosevelt who said in a letter of October 
27, 1941, to Hon. Dewey Short, president of the National Rivers and Harbors 
Congress : 

“The importance of our harbors and coastal and inland waterways in strength- 
ening the Nation’s transportation system to meet the increasing demands of the 
defense program is conspicuously demonstrated. * * * For example, the Intra- 
coastal Waterway extending along the gulf and Atlantic coasts although not 
fully developed is today a potent factor in alleviating the coastwise shipping 
problem. Likewise the various dams and reservoirs and related works con- 
structed in the interest of navigation, flood control, power, water conservation 
and other purposes are being called upon to contribute their utmost to the 
defense effort.” 

Again in a letter of February 10, 1942, to Hon. J. J. Mansfield, chairman of 
the House Committee on Rivers and Harbors, President Roosevelt said: 

“I invite your attention to the need for expediting legislative action on bill 
H. R. 5993. At this time it is important that every phase of construction con- 
tributory to the Nation’s armament be prosecuted with the utmost dispatch. 
Certain waterway improvements for navigation and power production are 
especially desirable for the transportation and production of war materials. 

“The bill in question authorizes improvements in the interest of national 
security and the stabilization of employment and provides that the projects 
authorized shall be prosecuted as speedily as may be consistent with budgetary 
requirements. It is pertinent to point out that the proposed legislation is 
merely an authorization. It is extremely important, however, that authorizing 
legislation be expedited in order that the appropriation committee of Congress 
may provide without delay for projects urgently needed on account of the war 
emergency.” 

President Harry S. Truman, budget message of January 9, 1953: 

“Federal programs in the fields of transportation and communication are 
designed to help assure that these important services are adequate to meet the 
needs of a peacetime economy, as well as mobilization needs in the event of 
war. * * * Construction of navigation facilities by the Corps of Engineers is 
limited in this budget to projects already underway, and to those which should 
not be deferred any longer, in view of national defense requirements or essential 
civilian needs.” 

In accordance with those announced principles, the President recommended 
five new starts “to permit the efficient handling of essential waterborne traffic.” 
These included the Warrior River lock and dam in Alabama “for the replace- 
ment of obsolete and structurally unsound locks” and various harbor improve- 
ments. 
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Dwight D. Eisenhower, budget message of January 21, 1954, speaking of 
Corps of Engineers river and harbor projects: 

“These projects have been selected on the basis of assuring expeditious move- 
ment of traffic in existing harbors and waterways serving important require- 
ments of commerce or national security.” 

Yet the Commission and the task force would impose all maintenance and 
operating costs on users of the waterways regardless of the national defense 
interests involved in their improvement, operation, or service. 

Similarly, considerations of broad public policy—stimulation of employment 
through public works to avert or alleviate economic depressions, regional devel- 
opment as in the case of the Missouri River Basin, the particular needs of 
industry or agriculture or of the federally-owned atomic energy plants for 
steam generated electric power as in the case of the recent Green River, Ky., 
improvements—may be of decisive weight in the decisions of Congress to appro- 
priate public funds for waterway improvement. 

As President Calvin Coolidge stated in his fourth annual message to the 
Congress on December 7, 1926: “The large Federal expenditure in improvement 
of waterways and highways in all comprise a great series of governmental 
actions in the advancement of the special interest of agriculture.” 

President Franklin D. Roosevelt recommended waterway improvements legis- 
lation “in the interest of national security and stabilization of employment.” 
Letter to Hon. J. J. Mansfield, February 10, 1942, quoted above. 

Such considerations of public policy have always influenced the timing and 
extent of expenditures for waterways and other internal improvements. In 
the discussion under the heading “A Roll Call of the Presidents on the Diffusion 
of Waterway Benefits to the Public,” the views of the Presidents of the United 
States on the national purposes to be served by such programs are summarized. 
Their cumulative effect is to demonstrate that internal improvements such as 
waterways are for the benefit of the general public and are conceived and executed 
in the national interest and to serve various purposes of the broadest national 
import. The narrow commercial interest of those actually using the waterways 
has never been regarded as a factor of significance in determining national policy 
in this regard. The task force has stated: 

“The Federal navigation program is a direct subsidy to a comparatively limited 
number of shippers who are in a position to take advantage of the facilities 
provided at the expense of the taxpayers. It is not fair to the American people, 
nor is it a sound political or fiscal practice to continue these large subsidies 
in the name of navigation improvements” (vol. 1, Task Force Report, p, 217). 

To which it may be answered that it would be grossly unfair for the American 
people to impose all costs of maintaining and operating waterways or any other 
internal improvements, provided by the Congress to serve the general public wel- 
fare and the objectives of broad national policy, upon the users of such facilities, 
however few or numerous they may be. 


VI. THE CONFLICT BETWEEN THE USER-CHARGE PROPOSAL AND THE NATIONAL 
TRANSPORTATION POLICY 


Perhaps the clearest evidence of the failure of the Commission and its 
task force to consider fully the implications and consequences of the user-charge 
proposal, is their complete disregard of the relationship of such charges to over- 
all national transportation policy. Both Commissioners Brownell and Flemming 
dissented from the user-charge recommendation on the ground that “The whole 
problem of user charges on inland waterways should be related to total national 
transportation policy, and segments of the overall problem should not be dealt 
with without regard to other segments” (vol. 2, Report, p. 6). 

Commissioner Holifield emphasizes the relationship between the user-charge 
proposal and the proposal of the President’s Advisory Committee on Transport 
Policy that the railroads be permitted even greater freedom to reduce rates for 
hauls paralleling waterways, and states: 

“If the Advisory Committee’s recommendations are made effective, and this 
Commission’s recommendation imposing user charges for navigation is put into 
effect at the same time, the pincer on waterways will be ready to squeeze, 
Waterway rates will be forced up at the same time competitors are freed to 
establish, at their own discretion, discriminatory low rates based on much less 
than real cost of operation, to meet and destroy competitors, * * * The com- 
bination of task foree, Commission, and Transport Committee recommendations 
would create a situation in which competing carriers could cut rates paralleling 
waterways far below costs, force normal economic and justifiable waterways into 
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deficit operations for a temporary period and set abandonment machinery in 
motion.” 

The Commission and the task force are hardly in a position to plead ignorance 
of this problem. The whole matter of the relationship of user charges on 
waterways to the power of the railroads to set below-cost rates in competition 
for waterway traffic was exhaustively considered by President Truman’s Water 
Resources Policy Commission (see pp. 213-215, vol. 1, A Water Policy for the 
American People, set forth in appendix B). That report stated in part: 

“The exiction of tolls on waterway commerce under existing regulatory 
policies would simply raise the costs and rate levels of the water carriers and 
would leave in the hands of the railroads the power to cut their rates to sub- 
normal levels or below-cost levels, thus impairing or destroying waterway com- 
merce, and to offset their losses on the water-competitive traffic by increasing 
the levels of other rail rates. There can be no sound distribution of traffic on 
the basis of economic cost of each type of carrier until our rate and regulatory 
policies are revised to insure the charging of rates by each tvpe of carrier based 
on its costs. Until that time a sound economic basis is lacking for exacting 
tolls on water commerce.” 

Indeed, the consulting transportation economist for the task force, Prof. 
John H. Frederick, of the University of Maryland, gave his colleagues ample 
warning of the transportation policy problems implicit in the user-charge pro- 
posal. Thus he states in his article entitled “User Charges on the Waterways 
of the United States” (vol. 3, Task Force Report 1299, at p. 1312): 

“Moreover, any successful application of user charges depends on the pro- 
vision of adequate safeguards to maintain differentials in rate schedules between 
water transportation and competing transportation services, based on the actual 
costs of movements, in order to preserve the natural advantages in utilizing 
the waterways for the classes of commerce to which they are best adapted.” 

The Commission and the task force utterly disretarded this caveat and yet 
its importance can hardly be overstated. For, under present regulatory policy 
governing railroad rates, waterway user charges can have no other effect than to 
facilitate the capture of waterway traffic by the railroads. Thus any claims 
of advantages for such charges as means of evaluating the economic feasibility 
of waterway projects, or of recovering Federal expenditures or of removing a 
so-called subsidy are rendered meaningless. If the railroads are empowered 
to dry up waterway traffic through below-cost rates, any user charge revenues 
would be reduced to a trickle and rates on any remaining traffic on a ton-mile 
basis would become exorbitant. In fine, user charges without concurrent re- 
vision of transportation policy to require railroads to charge full-cost rates, 
would drastically reduce the value of the Federal investment in the inland water- 
way system and write the death warrant of future waterway development. 

The Commission and task force must be charged with intent and purpose 
to accomplish the inevitable consequences of their proposals. And it must, 
therefore, be concluded that the Commission and the task force desire the en- 
compass the crippling or destruction of the inland waterway system. Further 
evidence that such is their true purpose and intent is presented under the 
heading, “Evidences of prejudice, bias and factual distortion in the reports of 
the Commission and its task force,” below. 


VII, ENCROACHMENT OF COMMISS'ON’S USER CHARGE PROPOSAL UPON THE AUTHORITY 
oF CONGRESS IN THE FIELD oF INTERNAL IMPROVEMENTS 


The Commission would authorize the Interstate Commerce Commission to fix 
the proposed user charges. Apart from the fact that no standards to govern 
the action of the Commission in this regard are proposed, thus involving a prac- 
tically unlimited delegation of congressional authority, it is clear that the un- 
derlying purpose of the recommendation is drastically to limit the discretion of 
Congress in regard to the provisions and maintenance of waterway improve- 
ments. 

For, as the Commission itself states, “* * * such a charge even of small 
dimensions would quickly demonstrate which waterways have now become an 
obsolete service and thus indicate those where the cost of maintenance and 
operation could be eliminated.” 

In view of the competition relationship with railroads discussed above, the 
rate of tolls will have a decisive effect on the volume of the waterway traffic 
and thus through its ratemaking power, ICC would be in a position to pre- 
determine the decision of Congress as to abandonment, if adequacy of user 
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charge revenues to cover operating and maintenance costs is to be the criterion, 
as apparently recommended by the Commission. Similarly, the task foree 
would make the adequacy of user charges to cover costs of waterway projects or, 
as they put it, “ability of promoters of projects to repay the Government,” “the 
decisive test of feasibility” (vol. 1, Task Foree Report, p. 217). Under the 
system envisaged and recommended by the task force, in which apparently 
the Commission concurs, Congress would be precluded from authorizing water- 
ways projects on the broad grounds of national policy, including national de- 
fense, regional developments and farm policy, which have been of “decisive” 
weight in congressional deliberations in the past. Presumably, the task force 
would characterize such considerations as “inadequate and unrealistie criteria.” 
Evidently, the task force does not trust the Congress to determine the water 
resources policy of the Government. It expresses its attitude in its statement 
that: 

“Strong pressure is constantly brought to bear on the Government to extend 
and enlarge the navigation system without convincing evidence of the soundness 
of the aduitional proposals. Some public money is now being spent to maintain 
facilities operated at a loss” (pp. 216, 217). 

Not only would the Commission and its task force restrict congressional con- 
sideration of waterway improvements to the narrow confines of the user charge 
revenues criterion, they would give the Interstate Commerce Commission the 
power to fix the charges which, under their proposal, is equivalent to the power 
to determine which projects shall be constructed and maintained. Thus they 
would take the whole matter out of the hands of Congress and transfer it to the 
executive branch for all practical purposes. 

It was on March 14, 1818, that the House of Representatives first formally 
determined that the Congress has power to appropriate money for waterways 
and other internal improvements when it adopted a committee report as follows: 

“Resolved, That Congress has power, under the Constitution, to appropriate 
money for the construction of post roads, military and other roads, and of canals, 
and for the improvement of water courses” (15th Cong. Ist sess., Annals of 
Congress (No. 82) vol. 15, pt. 2, pp. 1382-1384). 

It was a Kentuckian, Kepresentative Johnson, who led the fight for the resolu- 
tion. The debate on the constitutional powers of Congress in the field of internal 
improvements was waged over the years and reached a climax as a result of a 
message of President Polk vetoing an internal improvements bill on the grounds, 
principally, that internal improvements ought not be made by the General Gov- 
ernment because they would overwhelm the Treasury and because, while their 
burdens would be general, their benefits would be local and partial. It fell to the 
lot of another Kentuckian, then a resident of Illinois, representing its Seventh 
District, to reply. It was altogether fitting that he should be chosen since he 
was the only man present who had ventured down the Mississippi twice in 
trade. His name was Abraham Lincoln. He addressed himself first to the com- 
petency of Congress to practice economy in this field, noting that in a 4-year 
period when more than $200 million had been requested for internal improve- 
ments, the Congress had in fact appropriated $1,879,627.01 for such purposes, 
He concluded that since Congress had kept these expenditures within reasonable 
limits, it might be expected to continue to do so. Evidently he had a greater 
confidence in that body that the task force or the Commission. He then answered 
the second objection in the following passage: 

“Now for the second position of the message, namely, that the burdens of 
improvements would be general, while their benefits would be local and partial, 
involving an obnoxious inequality. That there is some degree of truth in this 
position I shall not deny. No commercial object of Government patronage can be 
so exclusively general, as not to be of some peculiar local advantage; but, on the 
other hand, nothing is so local as not to be of some general advantage. The 
Navy, as I understand it, was established, and is maintained, at a great annual 
expense, partly to be ready for war, when war shall come, but partly also, and 
perhaps chiefly, for the protection of our commerce on the high seas. This 
latter object is, for all I can see, in principle, the same as internal improvements. 
The driving a pirate from the track of commerce on the broad ocean, and the 
removing a snag from its more narrow path in the Mississippi River, cannot, I 
think, be distinguished in principle. Each is done to save life and property, and 
for nothing else. The Navy, then, is the most general in its benefits of all this 
class of objects ; and yet even the Navy is of some peculiar advantage to Charles- 
ton, Baltimore, Philadelphia, New York, and Boston, beyond what it is to the 
interior towns of Illinois. The next most general object I can think of, would 
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be improvements on the Mississippi River and its tributaries. They touch 13 
of our States—Pennsylvania, Virginia, Kentucky, Tennessee, Mississippi, Louisi- 
ana, Arkansas, Missouri, Illinois, Indiana, Ohio, Wisconsin, and Iowa. Now I 
suppose it will not be denied, that these 13 States are a little more interested in 
improvements on that great river than are the remaining 17. These instances of 
the Navy, and the Mississippi River, show clearly that there is something of 
local advantage in the most general objects. But the converse is also true. 
Nothing is so local as not to be of some general benefit. Take, for instance, the 
Illinois and Michigan Canal. Considered apart from its effects, it is perfectly 
local. Every inch of it is within the State of Illinois. That canal was first 
opened for business last April. In a very few days we were all gratified to 
learn, among other things, that sugar had been carried from New Orleans, 
through the canal, to Buffalo, in New York. This sugar took this route, doubt- 
less, because it was cheaper than the old route. Supposing the benefit in the 
reduction of the cost of carriage to be shared between seller and buyer, the result 
is, that the New Orleans merchant sold his sugar a little dearer, and the people 
of Buffalo sweetened their coffee a little cheaper than before; a benefit resulting 
from the canal, not to Illinois where the canal is, but to Louisiana and New 
York, where it is not. In other transactions Illinois will, of course, have her 
share, and perhaps the larger share too, in the benefits of the canal; but the 
instance of the sugar clearly shows, that the benefits of an improvement are by 
no means confined to the particular locality of the improvement itself. 

“The just conclusion from all this is, that if the Nation refuses to make im- 
provements of the more general kind, because their benefits may be somewhat 
local, a State may, for the same reason, refuse to make an improvement of a 
local kind, because its benefits may be somewhat general. A State may well 
say to the Nation, ‘If you will do nothing for me, I will do nothing for you.’ 
Thus it is seen, that if this argument of ‘inequality’ is sufficient anywhere, it 
is sufficient everywhere, and puts an end to improvements altogether. I hope 
and believe, that if both the Nation and the States would, in good faith, in their 
respective spheres, do what they could in the way of improvements, what of 
inequality might be produced in one place might be compensated in another, and 
that the sum of the whole might not be very unequal. But suppose, after all, 
there should be some degree of inequality: inequality is certainly never to be 
embraced for its own sake; but is every good thing to be discarded which may 
be inseparably connected with some degree of it? If so, we must discard all 
government. This Capitol is built at the public expense, for the public benefit ; 
but does anyone doubt that it is of some peculiar local advantage to the property 
holders and business people of Washington? Shall we remove it for this reason? 
And if so, where shall we set it down, and be free from the difficulty? To make 
sure of our object, shall we locate it nowhere? And have Congress hereafter 
to hold its sessions, as the loafer lodged, ‘in spots about?’ I make no special 
allusion to the present President when I say, there are few stronger cases in 
this world of ‘burden’ to the many, and benefit to the few—of ‘inequality’—than 
the Presidency itself is by some thought to be. An honest laborer digs coal at 
about 70 cents a day, while the President digs abstractions at about $70 a day. 
The coal is clearly worth more than the abstractions, and yet what a monstrous 
inequality in the prices! Does the President, for this reason, propose to abolish 
the Presidency? He does not, and he ought not. The true rule, in determining 
to embrace or reject anything, is not whether it have any evil in it, but whether 
it have more of evil than of good. There are few things wholly evil or wholly 
good. Almost everything, especially of governmental policy, is an inseparable 
compound of the two; so that our best judgment of the preponderance between 
them is continually demanded. On this principle, the President, his friends, and 
the world generally, act on most subjects. Why not apply it, then, upon this 
question? Why, as to improvements, magnify the evil, and stoutly refuse to 
see any good in them?” 

It is hardly a novel problem, then, that the task force presents. It was con- 
sidered and decided long ago. The Congress must make these decisions pursuant 
to its broad legislative powers, taking into account all factors of national policy 
which it deems relevant and on the basis of such expert evidence as it desires. 
The national interest—not the ability of promoters to repay—is the criterion 
and the Congress, not the Interstate Commerce Commission nor any other 
agency of Government, must have the decisive voice. As noted above, the 
Supreme Court held in Oklahoma vy. Atkinson that these are legislative matters 
for the Congress alone to decide. 
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The Congress should reject as presumptuous and ill-conceived any recom- 
mendation of a Commission appointed to study the operations of the executive 
branch of the Government which would hamstring the Congress of the United 
States in the discharge of its legislative functions under the Constitution. 


VIII. THE CONFLICT OF THE USER CHARGE RECOMMENDATION WITH THE HISTORIC FREE 
WATERWAYS POLICY OF THE UNITED STATES 


The free waterways policy of the United States is as old as the Republic. On 
July 13, 1787, the Eighth Congress sitting under the Articles of Confederation, 
adopted the famous Northwest Ordinance for the government of the Northwest 
Territory. It established religious freedom, guaranteed the rights of habeas cor- 
pus and trial by jury, provided for other vital liberties and proclaimed the free- 
don of the waterways in these words: 

“The navigable waters leading into the Mississippi and St. Lawrence and the 
earrying places between the same, shall be common highways, and forever free, 
as well to the inhabitants of said Territory as to citizens of the United States, 
and those of other States that may be admitted into the Confederacy, without 
any tax, impost, or duty therefor.” 

The first part of the ordinance deals with certain administrative matters; the 
second part, articles I through VI, are by virtue of section 14 established as a 
solemn compact: 

“It is hereby ordained and declared by the authority aforesaid, That the fol- 
lowing articles shall be considered as articles of compact between the Original 
States and the people and States in the said Territory, and forever remain un- 
alterable except by common consent.” 

Thus the guaranty of free waterways, without tax, impost, or duty is a solemn 
contract of equal dignity with the guaranties of religious freedom, trial by jury, 
and habeas corpus. It was on the motion of Thomas Jefferson that these rights 
were established by compact and not by mere legislation. When the First Con- 
gress under the new Constitution of the United States met in 1789 it adopted the 
Northwest Ordinance without change. 

Succeeding Congresses modified the administrative features of the ordinance 
but never the compact. And on May 26, 1790, the Congress extended the same 
“privileges, benefits, and advantages” to the inhabitants of the Southwestern 
Territory. This was inclusive of the same compact. 

The compact under the Northwest Ordinance involves the rights of the fol- 
lowing States: Ohio, Indiana, Illinois, Michigan, Wisconsin, Minnesota (east of 
the Mississippi River), and Pennsylvania (that part included in the Erie Pur- 
chase). The compact as extended by the Southwestern Ordinance involves the 
rights of the following States: Kentucky, Tennessee, Alabama, Georgia, and 
Mississippi. 

When the various Territories, which later became States, were carved out of 
the Northwest Territory the terms of the Ordinance of 1787 were again incor- 
porated. Similarly, in the organic acts of the various Territories south of the 
Ohio River, which later becames States, the ordinance was incorporated. The 
acts of Congress admitting various States to the Union contained declarations 
that the navigable waters should be common highways and forever free (Louisi- 
ana, Missouri, California, Oregon, Mississippi, Alabama). 

Beginning with the Treaty of Peace with Great Britain of September 3, 1783, 
numerous treaties with foreign countries have contained comparable provisions. 
Thus the Treaty of Guadalupe Hidalgo (1848) with Mexico prohibits taxation of 
navigation on the Colorado, Gila, and Bravo del Norte Rivers except by consent 
of both parties. See also Webster-Ashburton Treaty of August 9, 1842, United 
States and Great Britain; Treaty of Washington of May 8, 1878, United States 
and Great Britain; Gadsden Treaty of 1853, United States and Mexico. 

When Congress began to assume direct responsibility for river and harbor im- 
provements, it was provided in the Rivers and Harbors Act of 1882 and again in 
1884 and 1909 that ‘No tolls or operating charges whatever shall be levied or 
collected on any vessel, dredge or other watercraft for passing through any 
lock, canal or canalized river, or other work for the use or benefit of navigation, 
now belonging to the United States, or that may hereafter be acquired or 
constructed.” 

Both before and after the enactment of this general provision, whenever the 
United States acquired private canals or other non-Federal works of improve- 
ment, Congress provided that such canals and improvements should forever 
remain free from tolls (17 Stat. 560, 563; 18 Stat. 43, 44; 21 Stat. 141; 21 Stat. 
180 ; 29 Stat. 202, 217; 40 Stat. 1275, 1277; 43 Stat. 1186). 
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After reviewing this history, Mr. Gerald D. Morgan, of Washington, D. C., in a 
statement made on behalf of American Waterways Operators, Inc., before the 
Senate Committee on Interstate and Foreign Commerce in opposition to Senate 
bill 2743, 82d Congress, April 7, 1952, concluded with the following statement : 

“If this history and these declarations extending over a period of more than 
150 years do not constitute a solemn pledge by the United States to its citizens 
and to the States of the Union that the Federal Government will never levy 
charges for the use of the navigable waters, then it is difficult to imagine how the 
faith of the United States can be pledged. During the last hundred years, in 
reliance upon this pledge, cities and other centers of population have developed to 
their present state, industries have been established, and other vast geographic 
end economic relationships affecting the entire United States have become fixed. 
In the consideration of legislation that would have the effect of ignoring that his- 
tory and of repudiating those pledges—pledges, indeed, that materially contrib- 
uted to bringing our Nation into being—-it is well to recall the words of one of our 
great Chief Justices in a vital case that upheld the supremacy of law in the heat 
of a bitter controversy: “The highest honor of sovereignty is untarnished faith’.”* 

The Hoover Commission and its task force have a different view of that his- 
tory—one that suits their convenience and bears no ascertainable relation to 
the facts. As pointed out by Commissioner Holifield in his dissent, the Naviga- 
tion Task Group, finding that the word “free” in the Northwest Ordinance did 
not comport well with the argument for user charges, puts forward the remark- 
able theory that the word “free” in this context means that “no individual or 
group will be permitted to obtain a monopoly of navigation on these waters.” 
The task force group simply ignores the specific language of the ordinance that 
‘no tax, impost or duty” shall be charged. The task force and Commission 
appear totally uninterested in the obligations of the United States under its 
international treaties, much less to its own citizens under the most solemn 
compacts. 

The Commission itself and its task force disregarding all truly relevant prece- 
dent. consider the entire matter settled by the following proposition: 

“The principle of tolls was established for inland canals early in our history. 
The Government imposes a toll for the Panama Canal and the legislation which 
authorized the improvement of the St. Lawrence, adopted bv Congress in 1954, 
makes it mandatory that tolls be collected sufficient to fully reimburse the 
Government for costs incurred in the construction, maintenance and operation 
of the project. There is no distinguishing fact, theory or principle to support 
user charges for the Panama Canal and on the St. Lawrence Seaway which does 
not equally support user charges for inland waterways” (Commission Report. 
p. 84, Task Force Report, vol. 1, p. 218). [Emphasis supplied.] 

The Commission, of course, neglects to mention that the early canals were 
operated by quasi-private corporations and that as shown above when the Fed- 
eral Government acquired them it made the canals toll free. It fails also to refer 
to the fact that in 1912 Congress passed an act declaring the Panama Canal 
toll free but that Great Britain insisted on provision for tolls lest traffic suffer 
on the Suez. Nor is there any reference to the fact that the State of New York 
made the Erie Canal a free waterway on January 1, 1883. 

All these omissions might be overlooked but there is no possible justification 
for a statement so baldly inaccurate as the unqualified assertion that there is 
neither fact, theory, or principle to distinguish the Panama Canal and the St. 
Lawrence seaway from the inland waterways of the United States. There is this 
distinguishing fact of overriding importance—both the Panama Canal and the 
St. Lawrence seaway are international water courses. Their traffic consists or 
will consist of large volumes moving in foreign-flag vessels. The inland water- 
ways paid for by the American taxpayers are used almost entirely by American 
citizens, who pay to their Government in taxes a very large proportion of any 
profits they may derive from use of or benefit from the inland waterways. That 
distinguishing fact fully justifies the application of an entirely different principle 
to the inland waterways. 

It might have been expected that the task force and the Commission, before 
attempting to present their bizarre doctrine to the Congress of the United States, 
would have examined the legislative history of the St. Lawrence Seaway Act. 
Had they done so, they would have found in the report of the Publie Works 
Committee of the House of Representatives recommending passage of the St. 
Lawrence seaway bill (S. 2150, 88d Cong.) the following statement at page 10 
of the report: 


1 Chief Justice Roger Taney in Ableman v. Booth, 21 How. 506, 16 L. Ed. 169. 
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“In approving the imposition of tolls as part of this project, the committee 
wants it expressly understood that by such action it is not digressing from the 
firm and long-standing toll-free policy established with respect to inland water- 
ways. The approval given herein is not intended to be interpreted as a precedent 
varying the toll-free policy, since this project, being international, is clearly 
distinguishable from purely inland waterway facilities in the United States.” 

The great Public Works Committee of the House thus demonstrates its clear 
understanding of the importance of the historic free waterways policy of the 
United States and its respect for the solemn pledges of the general Government. 

To rely upon the tolls provisions of the St. Lawrence Seaway Act as a prece- 
dent for user charges on the inland waterways, as the Commission and task 
force have done, in the teeth of the committee’s express stipulation against such 
reliance, can be excused if at all only on grounds of carelessness and ignorance. 

In any event the Commission’s principal argument in support of its recommen- 
dation of user charges is found to be utterly without substance or validity. 

The imposition of tolls or user charges on the Ohio and other rivers of the 
Nation would violate the pledge of the Government to the people and no amount 
of logic chopping or obfuscation by the Hoover Commission or its task force 
can change that hard and basic fact. It would reverse a policy deeply rooted 
in our national life for five generations and it would gravely impair the industrial 
and economic system created in reliance upon the Government’s repeated assur- 
ance that the rivers of the Nation shall remain forever free. 


Ix. ECONOMIC INJURIES RESULTING FROM BEPUDIATION OF FREE WATERWAYS POLICY 


In the Ohio Valley, such a reversal of historic policy would strike at the heart 
of this great region. The staff of the Board of Engineers for Rivers and Harbors 
of the Corps of Engineers has made a preliminary estimate that under a system 
of tolls designed to recover costs of operation and maintenance, water-transport 
costs on the Ohio River, based on present traffic of nearly 12 billion ton-miles 
annually, would be increased about 0.8 mill per ton mile. This would add as 
much as 25 to 50 percent to the water-transportation costs of many users. It is 
difficult to estimate how much more would be added if the user charges were 
fixed to recover amortization and interest on the investment in new projects or 
improvements, as recommended by the task force. Most of the Ohio River locks 
and dams are outmoded and deteriorated and nearing the end of their useful 
life, and a long-range program to replace them with modern structures is under 
way. The total cost of that program is estimated at about $1 billion. Water 
rates would be drastically increased by addition of amortization of that invest- 
ment with interest, even if the continuance of present traffic volumes is assumed. 
The fact is, of course, that tolls would drive a large part of the traffic from the 
river and the toll burden on that which remained would be still further increased. 
Thus in the case of petroleum and petroleum products, which now account for 
almost one-third of the total ton-miles of traffic on the Ohio River, shippers now 
moving these commodities by water in competition with pipeline transportation, 
would be forced by user charges either to shift to pipelines or lose the business 
now dependent on water transport. Moreover, as noted above, under present 
regulatory policy user charges would facilitate the capture of waterway traffic 
by the railroads empowered to charge below-cost rates in competition with water 
traffic. 

The final and inevitable result of user charges, therefore, would be a progres- 
sive reduction of traffic on the river, and in the usefulness and value of the Iirge 
Federal investment in the waterways, a major impairment of the river fleet, 
one of our principal national-defense assets, the dislocation of important indus- 
trial plants based upon low-cost water transport, and a general reduction in the 
level of economic activity in the entire region. For, in the Ohio Valley, particu- 
larly at Pittsburgh, Cincinnati, Louisville, and Paducah, much of the postwar 
industrial expansion has been brought about by the opportunities afforded by 
low-cost water transportation of bulk commodities. 

A striking illustration of the grave consequences of such a toll system is pre- 
sented by the case of one of the principal petroleum refining companies of the 
valley. This company operates 2 refineries on the Ohio River with an aggregate 
capacity of about 60,000 barrels of crude oil a day. The larger of these plants 
owes its present location entirely to the advantages of water transportation. The 
larger plant is a principal source of supply in this area for jet fuel for the Air 
Force, diesel fuel for the railroads, and asphalt for highways, as well as gasoline 
and heating oil for consumers. This plant played an important part in the 
supply of petroleum products during World War II because of the extra security 
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resulting from its protected location. But even under a toll program designed 
to recover only operating and maintenance costs of navigation improvements, 
the company would be faced with transportation cost increases on inbound crude 
oil and outbound refined products shipments for its large refinery alone amounting 
to more than $1.25 million annually, which it could not absorb. Oil refineries 
almost invariably depend upon low-cost transportation either by water or by pipe- 
line. In such a competitive environment reiineries without either form of cheap 
transport for bulk movements of crude oil and long hauls of products cannot 
survive. Railroads and trucks are simply not within the competitive range of 
costs for such movements. Further, since many markets along the Ohio Kiver 
are served by pipeline, the higher transportation costs resulting from tolls could 
not be passed on to ultimate consumers of petroleum products in a substantial 
part of the area served by this plant. The company’s larger plant, representing 
an original investment of some $25 million, would, therefore, either be forced to 
close down or be removed to an area where it could be served by pipeline trans- 
portation. 

Many other industrial plants in the Ohio Valley, notably the growing chemical 
plants, are dependent upon low-cost water transport for the movement of their 
bulk raw materials or products. Deprived of the advantages of water trans- 
portation, their operations would be gravely impaired. Major shifts of existing 
plants to other areas would follow, with wasteful duplication of investment, and 
the future development of the region would be seriously retarded. 

The indisputable fact is that with the impairment and dislocation of basic 
industry dependent on low-cost water transport for bulk freight, the level of all 
economic activity would fall. For the thousands employed by such basic in- 
dustries, tens of thousands are engaged in supplying to those so employed and 
their families, food, clothes, consumer goods and other commodities and in all 
the countless related processing and service functions, among the most important 
being rail and truck transportation, that make up a complex economy. User 
charges would undermine the foundation of the entire structure—the low-cost 
transportation of bulk freight—and in the economic disintegration which would 
follow, all business activity would be diminished and every segment of the 
economy would suffer. The railroads themselves which are the leading pro- 
ponents of user charges, and the trucklines, would be among the principal suf- 
ferers in these areas. 

The Navigation Task Group has recognized the vital role of low-cost water 
transport of bulk commodities to economic development in these words: 

“Most large cities and manufacturing areas are situated on navigable channels, 
and in its limited field water transportation fulfills a role without which basic 
national industry, in its present locations at least, would find it difficult to 
function on its present scale.” 

But nowhere in the reports of the task force or the Commission do we find 
any expression of the slightest concern with the dislocation and economic waste 
which would surely follow from the drastic increases in transportation costs and 
impairment of waterway development involved in the recommendations of the 
Commission and its task force. 


X. TOLLS AS BARRIERS TO INTERREGIONAL AND INTERSTATE COMMERCE 


Waterway tolls would set up restraints to interstate and interregional com- 
merce, similar in effect to internal tariff barriers. The upper portion of the 
Ohio Valley, including eastern Kentucky, most of West Virginia, western Penn- 
sylvania, and southeastern Ohio, is a region of specialized production, exporting 
to other regions a larger percentage of its products than is true of most other 
areas in the country. It is true, of course, that hundreds of products are pro- 
duced in the upper Ohio Valley, but there is significant specialization in iron 
and steel, bituminous coal, and chemicals. The trade of this area with the rest 
of the Nation is thus greater than for most other regions of comparable size. 
The bulk of its products move out to the entire country and, in turn, provide 
purchasing power making it a rich market for goods produced elsewhere. The 
imposition of tolls would be an especially shocking blow to the upper Ohio Valley, 
tending toward a walling-off of the regional economy from its distant markets 
throughout the Nation. 


A. How tolls would constrict the bituminous coal markets 


The bituminous coal industry of West Virginia and eastern Kentucky is illus- 
trative. In 1954, 26 million tons of coal were shipped on the Ohio River. So 
important is this industry to West Virginia that 46 percent of the industrial 
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labor force of the State is engaged in coal mining, producing over one-fourth 
of the Nation’s supply of bituminous coal. Any coal-producing area is acutely 
sensitive to transportation costs because transportation is a much greater bur- 
den on coal marketing than on the products of most other industries. For ex- 
ample, in 1951, railroad freight revenue per ton of coal carried throughout the 
country was 64 percent of the price realized at the mine. 

But, unlike other coal-producing States, West Virginia and Kentucky have to 
ship practically all of their coal out to other States and to ship it greater dis- 
tances. They are therefore hypersensitive to transportation costs. States such as 
Pennsylvania, Ohio, Illinois, Indiana, Virginia, and Alaabma consume from one- 
fourth to more than thre-fourths of the coal mined within their respective borders. 
By contrast, more than 90 percent of the coal mined in West Virginia and Ken- 
tucky moves to outside markets.* Large volumes of this coal are shipped to Chi- 
cago and to destinations in Wisconsin and Minnesota where it must compete with 
shorter-haul coal mined at low cost in Illinois and Indiana. Southern West Vir- 
ginia and eastern Kentucky are especially far from major markets, and the 
economy of this region rests directly on low-cost shipment via the Ohio River 
and the rail-Great Lakes routing. It is on the foundation of this huge out- 
shipment of coal over the waterways that West Virginia and Kentucky have 
achieved the status, respectively, of being the No. 1 and the No. 3 coal-producing 
States of the Union. 

The policies and structure of the West Virginia and eastern Kentucky coal- 
mining industry are largely oriented to their remoteness from major markets, 
Because higher value commodities are less hampered by the costs of long dis- 
tance shipment, upper Ohio Valley mines place emphasis on quality, and the 
typical mining company in this area sorts, cleans, and otherwise processes the 
product of the mine more extensively than is usual elsewhere in the country. 
Nevertheless, their problems are difficult and continuous. While coal mining 
in general has had to contend in recent years with the growing competition of 
other fuels, the upper Ohio Valley has had this problem compounded by still 
another, namely, that new technologies of combustion are increasing the utility 
of lower quality coals. In the face of this development, the upper Ohio Valley 
mines have been able to maintain their quality appeal only under growing 
difficulties. 

Recognition of the special long-movement character of West Virginia coal ship- 
ment has long been a feature of public policy. For example, the maintenance of 
group rail rates, providing West Virginia coal with a lower rate per ton-mile to 
its distant markets, is a continuing feature of rate regulation, and the Interstate 
Commerce Commission in disallowing lower intrastate rates in neighboring 
States has taken the needs of the West Virginia coal industry into account. It 
is notable that the Supreme Court of the United States has upheld the Com- 
mission in this respect.’ User charges would thus be contrary to established 
public policy on coal shipment from this area. 

Tae Commission report recommends user charges to cover operating and 
maintenance costs. On the Ohio River, these would amount to 0.8 mill per ton- 
mile, and at this rate would burden the traffic in bituminous coal by an annual 
penalty of $2.4 million on the 1954 volume. A very large quantity of coal 
moves from the vicinity of Huntington, W. Va., to the Cincinnati area, much 
of it to be transshipped inland by rail into areas competitive with coal from 
Illinois and Indiana. On published barge rates of $0.69 per net ton from Hunt- 
ington to Cincinnati in 1955, the toll calculated at 0.8 mills per ton-mile for 
a distance of 50 miles would amount to an increase of $0.12 per net ton or over 
17 percent, and for large volume movements under contract, the percentage in- 
crease would be markedly greater. In the region of the Indiana border north 
of Cincinnati, coal from central Illinois and western Indiana would displace 
West Virginia and eastern Kentucky coals. Thus, in the coal trade each region 
would be thrown back upon its own resources and interregional trade obstructed. 
The specialized coal-producing areas of West Virginia and eastern Kentucky 
where the entire economy has developed on the premise of low-cost transporta- 
tion would be especially victimized. 


Dr. Thomas C. Campbell and Dr. James H. Thompson of West Virginia University 
have published extensive studies of the economy of their State from which this and related 
information has been obtained. 

* State of Ohio et al. vy. United States, 292 U. 8. 498 (1934). 
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B. Tolls as an obstacle to the interregional commerce in iron and steel 

The iron and steel industry of the Ohio Valley is likewise a regionally ex- 
porting industry. The producing districts of Wheeling, Youngstown, Pittsburgh, 
and the Central Ohio Valley cannot absorb the output of their own steel mills 
and must compete in the distant national markets with producers less remote 
from the buyer. The upper Ohio Valley district is universally known as the 
major “steel surplus” area in the United States. The health of the industry 
and the jobs of its workers are directly dependent upon its ability to ship at 
low cost into distant competitive districts. Mr. Roy E. Kohler comments in 
The Wall Street Journal of January 19, 1952, that ““* * * United States Steel 
plants around Pittsburgh sell about 70 percent of their output to consumers 
outside the area.” A similar observation could be made with respect to the 
other producing cities in the Ohio Valley. 

The special marketing problem of the valley steel industry may be illustrated 
with respect to important product groups. One of these is oilfield pipe. The 
major market for oilfield pipe is the Southwest, and the Ohio Valley industry 
must reach this distant market in competition with mills closer to the con- 
sumer. 

River tolls would set up an impediment to this interregional pipe movement, 
not only by penalizing river transportation, but, in addition, by penalizing it 
more heavily from the upper Ohio Valley than from producing centers farther 
west. The following table presents the effect with respect to competition be- 
tween the upper Ohio Valley and the Chicago district. 


TasLe I.—Freight rates, wrought steel pipe to Baton Rouge, December 1955 


[Per net ton] 


Barge (inelud-| Proposed 
Rail ing handling | waterway Distances 
charge) tolls ! 


From Wheeling $8. 34 $0.99 | Ohio River, 892.5 miles, lower Missis- 
sippi, 737 miles, 

From Pittsburgh 8.34 1.06 | Ohio River, 981 miles, lower Missis- 
sippi, 737 miles. 

From Chicago b 7.04 “ Illinois Waterway, 327 miles, upper 
Mississippi to Cairo, 218 miles, lower 
Mississippi, 737 miles. 


From Birmingham__- 


1 Toll rates exleulated as follows to recover maintenance and operating costs: Ohio River, 0.8 mill per 
ton-mile: Illinois Waterway, 0.59 mill oo ton-mile; upper Mississippi, from Alton, Ill. to Cairo, 0.7 mill per 
ton-mile; lower Mississippi (Cairo to Baton Rouge), 0.37 mill per ton-mile, 


The discriminatory impact of tolls is clearly shown in these figures. Wheeling, 
Pittsburgh, and the rest of the upper Ohio Valley are already under a transporta- 
tion handicap in the southwestern markets. But, the proposed tolls would 
increase the cost of barge movement by $0.99 from Wheeling and by $1.06 from 
Pittsburgh, while raising that from Chicago by only $0.62. Thus, the toll pro- 
posal would, on the one hand, penalize the interdistrict movement of pipe, both 
from Chicago and from the Ohio Valley, and, on the other, discriminate more 
severely against the more distant movement, especially with the higher charges 
applicable to Ohio River traffic. 

The effect of tolls on the movement of pipe to the Baton Rouge area is illustra- 
tive of a wide variety of steel shipments. The upper Ohio Valley now ships to 
such important steel markets along the Mississippi River as the Davenport-Moline 
area, St. Louis and Memphis. For this movement of diverse products into 
consuming areas throughout the Mississippi Valley, tolls would constitute a dollar 
levy collected by the Federal Government on every ton shipped, discriminating 
against the region of the upper Ohio in much the same manner as a protective 
tariff. 

The constrictive effect of tolls would move into the Ohio Valley itself, tending 
to separate it into economic segments. As measured by rail freight rates, the steel 
mills of the upper portion of the valley are under a competitive handicap in the 
downstream areas and maintain their present competitive position only by virtue 
of low-cost water shipment. We may take, for example, the movement of steel 
sheet to the important fabricating industries in the Louisville area. With respect 
to rail shipment, Pittsburgh, at the head of the river, is under the following 
competitive disadvantage in Louisville: 
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TABLE II.—Rail freight rates, rolled steel sheets to Louisville, Ky., December 1955 


[Per net ton] 
From Pittsburgh 
From Chicago 
From Birmingham 


Thus, the upper valley industry is compelled to absorb an adverse freight differ- 
ential of from $2.60 to $2.80 per ton as compared with Birmingham and Chicago. 
Low-cost waterway transportation is vital to the upper valley mills to offset this 
disadvantage. 

The westward movement of steel from upper Ohio Valley mills by barge is an 
important portion of their total output. In 1954, for example, shipment of iron 
and steel on the river amounted to over 3.4 million tons, over 22 percent of the 
total indicated ouput of finished steel of the riverside mills. The annual ingot 
capacity of all riserside mills in the Ohio Valley, including the entire Pittsburgh 
district, as well as the riverside mills in Ohio and the entire steel industry of West 
Virginia and Kentucky, was 29.8 million tons. Through the year, production 
averaged 68.7 percent of capacity in the Pittsburgh-Youngstown district, and out- 
put of finished product runs about 75 percent of ingot tonnage. On this basis, the 
riverside mills shipped over 15.3 million tons of finished steel. It should be noted 
that this production moved out in all directions, north, south, east, and west. 
Therefore, the southwestward barge movement of 22 percent of total output repre- 
sents a much larger portion of total shipments in the southwesterly direction and 
river shipment must be recognized as a m. jor channel of access of the upper Ohio 
Valley steel industry to lower valley markets. 

The imposition of tolls on this important movement, on the basis recommended 
by the Commission, would raise barging costs by over 19 percent from Pittsburgh 
to Louisville alone, and considerably more to markets farther downstream. On 
the iron and steel volume of 1954 it would amount to a levy of over $2 million 
dollars. Thus, the toll would have the effect of a constricting tax on interregional 
commerce, even between the upper and lower portions of the Ohio Valley itself. 


C. Tolls as an obstruction to grain marketing 


Interregional commerce in farm products would likewise be penalized. One 
example is the mo,ement of feed grains between the Middle West and the farm 
regions of the Southeast. The States in the upper Mississippi Valley are grain- 
surplus areas, and the prosperity of farmers in that area rests on low-cost move- 
ment of their products to distant markets. One of these markets is the growing 
animal and poultry feeding industry of the Southeastern States. The agricul- 
tural economy of Alabama, Tennessee, Georgia, North Carolina, South Carolina, 
and Florida, to a growing extent, is built upon production of meat, dairy products, 
and poultry. The feed grains raised in large areas of these States are typically 
insufficient for the feeding requirements so that these are grain-importing areas. 
Purchased grain is a major raw material of this industry. For example, feed 
constitutes 75 percent of the production cost of broilers in Georgia. 

The movement of grain on the Mississippi River and its tributaries multiplied 
itse]f more than four times between 1946 and 1951 as shown by the following table. 


aA 


-s 
= 
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TABLE 11I—Tonnage of grain transported by regulated carriers on the 
Mississippi River and tributaries, 1946—51 


[Data in short tons of 2,000 pounds] 


orTrm 


Oats Wheat Total 


47, 455 155, 578 308, 285 
12, 893 297, 262 475, 575 
18, 309 475, 112 
40, 132 383, 928 
, 71,019 317, 703 5 
727, 135 115, 663 483, 377 1, 326, 175 


ORWrmoeot 


Source: Interstate Commerce Commission, U. 8S. Department of Agriculture. 


— 


From 1946 to 1951, the tonnage of corn increased about 600 percent; of oats, 
140 percent; of wheat, 210 percent ; and the total of these grains approximately 
330 percent. The differential between the price of grain at the market and the 
price on the farm varies directly with the cost of shipment between these two 
points, so that the transportation savings represent a mutuality of benefit 
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between the farm areas of the Middle West and those of the Southeast. A toll, 
cutting into these savings, would thus represent a mutuality of damage to the 
respective farm economies. 

To illustrate the harm which tolls would do to this interfarm traffic, the grain 
movement from St. Louis to Chattanooga would be penalized by 39 cents per 
ton on the basis recommended by the Commission’s report, an increase in the 
cost of waterway movement of 13.7 percent. 

These three product groups illustrate the generally constrictive effect which 
tolls would have on interregional transportation. They represent mining, manu- 
facturing, and agriculture, and their lessons may be extended to other product 
groups in the same categories and to other regions and other waterways through- 
out the country. The free flow of interregional and interstate commerce is vital 
to the Nation’s welfare and growth, and a toll system which would act as a 
protective tariff to block off this commerce would have a stifling effect on the 
entire economy. 


XI, THE DIRECT IMPACT OF THE USER CHARGE ON INDUSTRIAL AND COMMUNITY 
WELFARE 


The benefits of waterway transportation are widely diffused through diverse 
communities and population groups. For this reason, the imposition of user 
charges would be a general burden on consumers and on industry and agricul- 
ture. In fact, the direct impact is reasonably predictable and measurable for 
important and identifiable economic and community groups. 

The Commission and the task force evade this feature of their recommenda- 
tion by stating or implying that only a small number of privileged shippers 
derive benefit from the waterways. On page 945 of volume 2, the task force 
makes the following statement: 

“The Federal navigation program is a direct subsidy to a comparatively 
limited number of shippers who are in a position to take advantage of the 
facilities provided at the expense of the taxpayers.” [Emphasis supplied.] 

The Commission echoes this view on page 83 of volume 1, as follows: 

“The traffic today is mainly by industries located on or near these improved 
streams which enjoy the benefits of the Federal expenditures for improvements 
and maintenance, and the public has but a secondary service.” 

These statements ignore the basic relationship of good transportation to 
community welfare and the extent to which the burden of tolls would be imposed 
upon great numbers of people throughout all sectors of the community. Certain 
of these sectors can be directly identified. 


A. The direct impact of tolls on the residential consumer of electricity 


The broadest group is the residential consumer of electricity. Petroleum 
fuels and coal constitute a large volume of waterway traffic, and along the 
waterways these fuels are delivered at low transportation costs to electric 
power stations constructed on the waterways for that reason. The banks of 
the Ohio River and its tributaries (even apart from the Tennessee Valley) have 
become a major national center of electric power production. Low-cost fuel 
at the power plant means low-cost electricity. 

It may be that electricity delivered through the meter of a home is “but a 
secondary service,” whatever that may mean, but, in any case its billed price 
to the householder would be raised by the full amount of tolls. Tolls on fuel 
would not typically be absorbed by the utility company. The fuel adjustment 
clause in electric utility contracts provides for an automatic change in billed 
electricity rates to compensate for changes in the cost of fuel. The fuel adjust- 
ment clause is a feature of the rate system of a very large number of power 
companies, Whether or not the waterways, in providing the consumer with 
low-cost electricity are giving him only a “secondary” service, in the words of 
the Commission, there would be nothing “secondary” about the automatic 
increase in his monthly light bill. 

As noted previously, tolls would increase the annual cost of moving coal on 
the Ohio River by $2,400,000, on the 1954 volume, and electric utilities consume 
an important part of this movement. Furthermore, coal is a major part of the 
cost of producing and delivering electricity. In 1952, a representative year, 
fuel expense constituted 32 percent of the total cost of electric power as deliv- 
ered to the consumer’s meter, including power production, maintenance and 
administration, and distribution. 

The residential consumer of electricity is a lot of people. At the beginning 
of 1955, the number of homes using electricity in the Ohio Valley (excluding the 
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Tennessee Valley) was in the neighborhood of 4.7 million. These homes were 
occupied by a valley population in 1950 of over 17.8 million persons. This 
indicates the extent to which, through one economic channel alone, that of 
electric utility rates, the impact of tolls would bear directly and immediately 
upon the people of the Ohio Valley. 


B. The impact of tolls on rural electrification 


We have noted previously what tolls would do to interregional trade in agri- 
cultural products. In addition, the farmer should be included as an important 
victim of river tolls as a consumer of electricity. Farm electrification proceeds 
rapidly in the areas where current is cheap. For example, in the single year 
of 1953, just 1 electric utility system in the Ohio Valley added 790 miles to its 
rural lines and acquired 11,600 additional rural customers. Furthermore, the 
average use of current per farm went up 9.3 percent in that year. The purchase 
of electricity by farm cooperatives is especially important. The sales of this 
utility company to farm cooperatives increased to 349,430,000 kilowatt-hours in 
1953, 14 percent over the preceding year. This is representative of the meaning 
to agriculture of low-cost transportation of coal and petroleum fuels on the 
Ohio River and the burden which tolls would throw upon the farmer through 
the mechanism of the fuel adjustment cluuse. 

C. The broad geographical extent of higher power costs 

In confining attention to the use of electricity within the Ohio Valley itself, 
we have been referring to only a portien of the market for electrical energy. 
An increasing portion of electricity generated from waterborne fuels at the 
‘water’s edge is being distributed in areas remote from the river and outside of 
the valley. Higher voltage lines permit the transmission of current over ever 
longer distances. For example, in 1954 a 330,000-volt line was placed in service 
from Lawrenceburg, Ind., on the Ohio River below Cincinnati to the area of 
Fort Wayne, Ind., outside the Ohio Valley. The Ohio River electric power 
systems are integrated with electric power pools which would in numerous in- 
stances carry the costs of tolls on fuel into communities removed from the river 
by hundreds of miles. 


D. The impact on atomic energy and industrial and commercial costs 


An important portion of the cost of river tolls would be borne by the Federal 
Government itself through the Atomic Energy Commission. The huge Ports- 
mouth area project is constructed so as to take advantage of the resources and 
transportation facilities of the Ohio Valley. Its power requirements are served 
by the 11 generating plants of the Ohio Valley Electric Corp., representing an 
electric-power investment of $440 million. Tolls on the waterborne fuels for 
this vast project would directly increase the cost of electricity produced for the 
Atomic Energy Commission. 

In addition, tolls on river navigation would raise the cost of electricity to 
-countless thousands of industrial and commercial users, large and small, manu- 
facturing plants, shops, and offices, and to municipalities for urban transporta- 
tion, street lighting, and other needs as well as to hospitals and other institutions 
of all types. There is hardly any other conceivable levy against a community, 
the burden of which would distribute itself so widely among all groups of the 
population and all activities as a user charge against fuel for the production 
of electricity. The task force states that navigation facilities are provided 
“at the expense of the taxpayers,” and then proposes as a solution a toll which 
would tax the income source and the homelife of virtually every taxpayer in the 
Ohio Valley. 


E. The impact on the cost of fuels for the iron and steel industry 


Reference has been made previously to the obstruction which tolls would 
erect to the interregional trade in iron and steel. At this point the direct 
impact of tolls upon iron and steel consumers deserves attention. Under the 
present system of pricing f. o. b. the producing mill, the full cost of transporta- 
tion is borne by the buyer. The shipment of iron and steel on the Ohio River 
has increased from 1.4 million tons in 1948 to 3.4 million tons in 1954, purchased 
by many thousands of firms, large and small, factories, construction companies, 
repair shops, municipal engineering departments, and countless others. Tolls, 
by directly raising the cost of transportation, would be incorporated directly 
into the f. o. b. billings, adding to the costs of a tremendous number and variety 
of business firms and institutions. 
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Tolls would exert a direct impact upon the iron and steel industry in still 
another respect. The industry is a voracious consumer of fuels, especially of 
bituminous coal and of residual fuel oil. One of the basic economies of iron and 
steel production in the upper Ohio Valley is that of waterway access to fuels, 
and it is in part by virtue of this advantage that the industry is able to compete 
effectively in distant markets. Most of the coking coal for the steel producing 
districts of Pittsburgh, Wheeling, and the rest of the Ohio Valley is brought to 
the coke ovens by river barge. This movement is a major offset to the necessity 
for bringing iron ore to these points by high-cost overland routes. Tolls would 
thus impair one of the most basic economies of this industry. 

But, even more notable is the penalty which tolls would impose on residual 
fuel oil for the steel industry. Residual fuel oil can be conveyed economically 
from the refineries of the Southwest only by river barge, pipelines being unsuit- 
able because of the necessity for maintaining the oil in transit at a moderately 
high temperature. A very large portion, but not all, of the residual fuel oil used 
by the steel industry of the upper Ohio Valley is brought in from the Southwest 
via the rivers, and, because of the economy and volume of this movement, oil 
from other sources is priced in the upper valley on the basis of the barge-delivered 
oil. For this reason, any increase in the cost of barge transportation would 
automatically increase the price in this region of all residual fuel oil from all 
sources. 

The toll on residual fuel oil from Houston to Pittsburgh on the basis recom- 
mended by the Commission would amount to 0.46 of a cent per gallon. At the 
1953 volume of consumption, this would amount to an annual levy on the steel 
industry of Pittsburgh and the rest of the upper Ohio Valley of over $3.5 million. 
The discriminatory effect against the Ohio Valley is likewise notable. Whereas 
the toll on oil for Pittsburgh would amount to 0.46 of a cent per gallon, that on 
oil for Chicago would be only 0.36 of a cent. Taking into account all of the 
burdensome features of the proposed toll, the great iron and steel industry of 
the upper Ohio Valley would be struck a series of blows, including the obstruction 
of access to the markets in the West and Southwest, the higher delivered price 
to all consumers of water-borne steel products, the increased cost of coking coal 
at the blast furnaces, and, finally, the added levy on residual fuel oil. It is 
hard to imagine any other toll or tax so effectively devised to lay siege to the Ohio 
Valley steel industry on all fronts and to defeat the basic economies of its 
geographical structure. 


XII. THE POPULATION AND EXTENT OF THE AMERICAN WATERWAY COMMUNITIES 


The task force has sought to draw a picture of a small number of privileged 
beneficiaries using the waterways at the expense of the taxpaying public. They 
note that there are only some 850 waterway operators. By way of comparison, 
it might be noted that there are only 131 class I railroads in the United States 
and that these 131 operate about 95 percent of the railway mileage and earn 
some 97 percent of the revenues. Yet, surely, the task force would not argue 
that because there are so few railroad companies the benefits of railroad 
transportation are withheld from the broad communities served. Good trans- 
portation, regardless of the number of carriers, is the lifeblood of community 
growth and prosperity throughout the United States. 

On the hypothesis of a limited number of beneficiaries, the task force pro- 
poses user charges, not only for the inland waterways, but also for the Great 
Lakes and the ocean harbors. This misconception completely disregards the 
actual waterway foundation of the American community. On page 945 of 
volume 2 they say: “Compensatory charges will redress the imbalance between 
the general taxpaying public on the one hand and the beneficiaries of federally 
provided waterways on the other.” In fact, the American taxpaying public is 
largely concentrated on or near the waterways for the reason that these trans- 
portation routes have been and continue to be vital to the life and growth of 
American commerce and industry. 

The growth of the Nation’s population and industries has centered around 
the navigable harbors, lakes, and rivers. More than half of the people of the 
United States reside in metropolitan areas of 150,000 population or over. Over 
80 percent of the persons living in these areas in 1950 resided in cities located 
on navigable water. In this connection, it is significant that the 22 largest 
metropolitan areas of the United States are so situated that they have direct 
access to water transportation. Many smaller cities and towns and rural areas 
are also oriented to the waterways. Analysis shows that about two-thirds 
of the Nation's 1950 population of 151 million resided in counties at least half 
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of whose area is situated not over 50 miles from navigable waterways. It might 
almost be said that the basic geographical structure of the country has de- 
veloped with reference to water transportation. 

Looking at the inland waterways alone, and setting aside for the moment the 
Great Lakes and the seaports, metropolitan areas on the navigable rivers and 
eanals had a combined population of 12,250,000 persons in 1950, exclusive of 
all cities of less than 150,000 people. The family income of these metropolitan 
areas aggregated over $10 billion in 1949. According to the 1947 Census of 
Manufacturers, they produced a value added of near $8 billion at the lower 
price levels of that period. 

Some indication of the major place of the inland waterway communities in 
the Nation’s economy may be gained from the following roster of cities. 


TasLe IV.—Metropolitan areas located on inland waterways * 


(E — 150,000 aoe in 1950) 


| Value added by 
manufac ure, 
1947 census 


Population | Family in- 


Metropolitan area in 1950 | eome, 1949 


pene, Eee ities hac elias watibinnewt 2, 213, 000 | $1, 895,000,000 | $1, 708, 000, 000 

Louis, Mo... Be eer ale oe 1,681,000 | 1,515,000,000 | 1, 296, 000, 000 
dinner’ Det, Deal Wein). 1,117,000 | 1,093, 000, 000 715, 000, 000 
Cincinnati, Ohio............... EEE RN CRIES, SO 904, 000 | 802, 000, 000 777, 000, 000 
Kansas City, Mo ; eas 814, 000 | 768, 000, 000 470. 000, 000 
Louisville, Ky ; 577, 000 | 483, 000, 000 489. 000, 000 
Birvingha™, Ala__- ‘ Bette ouiee ah aie | 559, 000 386, 000, 000 275, 000, 000 
TE TR ia oc dw acn ncn seen wea ini 482, 000 | 342, 000, 000 199, 000, 000 
O aha, Nebr . : ; 366, 000 320, 000, 000 | 167, 000, 000 
Whe ling, WV a.-Steubenville, ibe. b. .i5s z 354, 000 | 281, 000, 000 260, 000, 000 
Syracuse, N. Y pucesiinle acckiaaedhiiiat 342, 000 300, 000, 000 275, 000, 000 
i yy nd ate ema 337, 000 219, 000, 000 N.A. 
Charleston, W. Va__________. et é 322,000 | 245, 000, 000 | N. A. 
Nashville, Tenn___-_-__-- scocuele ’ 322, 000 | 235, 000, 000 134, 000, 000 
Utica-Ro ve, N. Y.......-.- ieee ae 284, 000 | 225, 000, 000 231, 000, 000 
Sacramento, Calif ie eee are ee 277, 000 230, 000, 000 53, 000, 000 
Peoria, Ill a Merten. Fics 251,000 | 235,000, 000 281, 000, 000 
Chattanooga, Tenn Sebathidie eitba whe 246,000 | 245, 000, 000 149, 000, 000 
Huntington, W. Va.-Ashland, Ky , 246, 000 169, 000, 000 121, 000, 000 
Davenport, lowa, Rock Isle and, Monte, Ti... 234, 000 | 227, 000, 000 171, 000, 000 
Augusta, Ga 162, 000 | 88, 000, 000 57, 000, 000 
Evansville, Ind 160, 090 | 138, 000, 000 | 145, 000, 000 








Total inland waterways “12, 250, 000 10, 492, 000, 000, 7 97 3, 000, 000 


j t Exclusive of of the Great Lakes and omitting also inland cities with access to deep water ocean transpor- 
ation 


The concentration of large urban communities along the inland waterways 
reflects, of course, the historical dependence on water transportation at the time 
of the early growth of these centers. But, at the same time, their continued 
growth and their dominant position in the American commonwealth, along with 
the cities of the Great Lakes and the seaport cities, reflects the importance of 
the navigable waterways in the American economy in the middle of the 20th 
century. 

Something of the growth of the population and income of the Ohio Valley in 
comparison with traffic on the Ohio River is indicated by the following table. 


Taste V.—Growth of the Ohio Valley community and ton-miles carried on the 
Ohio River 
Population : 
15, 440, 703 
17, 848, 475 


$9, 487 
$24, 315 


1, 474 
9, 760 
11, 557 


2Ineome of each State allotted to that portion of the State lying within the Ohio River 
drainage basin on the basis of population. The Tennessee Valley is excluded. 
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The large industrial growth of this region, incorporating parts of 11 States and 
exceeding 154,000 square miles in area, is highly dependent in important respects 
on river transportation. The availability of low-cost fuels, electric power, basic 
iron and steel, and ready access to the Nation’s markets is the essential founda- 
tion of community development. To imply that the benefits of river navigation 
extend to only a few privileged operators is to ignore the basic transportation 
structure of the commonwealth. 

In addition to the 22 metropolitan areas located along the inland waterways, 
and previously listed, the metropolitan concentrations on the Great Lakes and 
on the seacoast harbors comprise a roster of the major commercial and indus- 
trial cities of the United States, a roster which admits few exceptions. 

The following table sums up measures of the importance of these cities in 
recent years: 


TABLE VI.—Metropolitan centers exceeding 150,000 population in 1950 


; : Value added 
: ‘ , in- 
Popetation, Family in by manufac- 


come, 1049 ture, 1947 





Cities on the inland waterways 12, 250, 000 |$10, 492, 000, 000 $7, 973, 000, 000 
Cities on the Great Lakes..___- ; 13, 447, 000 | 13, 800,000,000 | 13, 277, 000, 000 
Cities on seacoast harbors 38, 200, 000 | 35, 816,000,000 | 22, 904, 000, 000 


Total for waterway cities...........--..--- 63, 897, 000 | 60, 108,000,000 | 44, 154, 000, 000 


Thus, in 1950, over 63 million people lived in larger cities dependent on water 
transportation. This was 81.6 percent of the total number of inhabitants of 
cities of over 150,000 people. In fact, metropolitan United States is a waterway 
oriented community, and it is only a minority of our city dwellers who live 
or work much beyond earshot of the steamboat whistles. 

In combination with these cities, the smaller towns and farm communities 
along the waterways represent a major portion of the American population. 
This may be demonstrated by reviewing the population of counties throughout 
the United States, including both city and country districts. Taking only those 
counties at least half of which are within 50 miles or less of a navigable water- 
way, these counties comprise a population which in 1950 consisted of over 100 
million persons. This was 66.4 percent of the Nation’s total population. It is 
hardly an exaggeration to say that the American people have designed their 
country, in the geographical sense, around the routes of waterway navigation. 

Because metropolitan areas serve the more dispersed populations for several 
hundred miles around, the benefits of navigable waterways are widespread. 
Thirty-seven of the States and the District of Columbia are located on water- 
ways, and every community benefits from its proximity to waterway cities, 
In fact, except for the extreme westerly portion of Texas and the extreme 
easterly portion of Oregon, no part of these 37 States is more than 300 miles 
from navigable water, and most parts are much nearer. The population of 
these States was 142 million in 1950, compared to 151 million for the United 
States. These States therefore accounted for 94.3 percent of the total population, 
a population serving and being served by the metropolitan waterway centers. 

The task force expresses concern for the burden of the waterways on the 
taxpaying public. If they had better noted where most of the taxpaying public 
lives and the extent to which the tax base of the country is oriented to the 
waterways, they would have been more concerned to encourage waterway de- 
velopment and expand the tax base. Instead, they want to impose a toll or 
user charge, an assessment which would be similar in effect to an excise tax 
on waterway shipments. To relieve the present tax on income they would im- 
pose another on the source of that income. Basically, the income-earning and 
taxpaying public is the beneficiary of waterway transportation. The limited 
few actually number, directly or indirectly, most of the population of the 
Dnited States. 


XIII. THE WATERWAYS AS A PUBLIC INVESTMENT 


Not only are the benefits of the waterways widely distributed. These benefits 
greatly exceed the costs. The costs of waterway improvement and operation 
are, indeed, paid by the taxpayer. But the benefits, diffused throughout the 
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community and passed back through the economic structure in the daily opera- 
tions of trade and industry, return as income, enlarged severalfold to the same 
taxpaying public. 

The relationship of public benefits to public costs has been carefully studied 
and reported in Separate Paper No. 318 of the Proceedings of the American 
Society of Civil Engineers, October 1953. This analysis related to the inland 
waterways alone, exclusive of the Great Lakes and the seaports. A systematic 
accumulation, item by item, is reported in this paper on page 17, under the 
authorship of Haywood R. Faison. His data are for the year 1948 and appear 
as follows: 


TABLE VII.—Comparison of costs and benefits for year 1948 


Charges for 
amortization, Savings in 
Section of waterway system interest, and cost of trans- 
maintenance portation 
and operation 


Net savings 
after deduction 
of waterway 
costs 


Lower Mississippi River Pee. ed, Soden $13, 455, 000 $67, 979, 000 $54, 524, 000 
Middle Mississippi River_....____--- 2, 560, 000 8, 620, 000 6, 060, 000 
Upper DE River ~~ 8, 295, 000 11, 521, 000 3, 226, 000 
Ohio River __- eh, nee eae Te i 10, 235, 000 41, 827, 000 31, 592, 000 
pS er ee a eee 1, 344, 000 19, 913, 000 18, 569, 000 
Allegheny River 871, 000 946, 000 75, 000 
Tilinois Waterway _-__._-- see eincussetiiiatad 2, 128, 000 12, 094, 000 9, 966, 000 
Missouri River ! piitadatea ; : eka 11, 456, 000 303,000 | (—11, 153, 000) 
Cumberland River-_.- ~~ i ace 899, 000 , 582, 000 683, 000 
Warrior-Tombigbee Waterway dict ACneedakae 1, 271, 000 471, 000 1, 200, 000 
Ouachita River 2 ss acta 315, 000 2,000 | (—293, 000) 
Gulf Intracoastal __- -_- re . 4, 068, 000 | 55, 270, 000 | 51, 202, 000 
Columbia River !............_.-- Lia Lanes 2, 005, 000 | 389, 000 (—1, 316, 000) 
Sacramento River : 154, 000 | 2, 499, 000 2, 345, 000 
Kanawha River. .-............-- 7 1, 026, 000 | , 981, 000 955, 000 


~~ | 60, 082 2, 000 ; , 000 167, 635, 000 


1 Projects are currently under construction and present traffic is that which uses the waterway in spite 
of the interruptions occasioned by improvement activities; it is no valid indication of the economic value 
that the completed waterway w ill have in the integrated trs ansportation system. 

? Improved to inferior standards which do not permit interchange of traffic with standard waterway sys- 
tem. Proposed enlargement pending. 


“The above exhibit is submitted as giving a sufficiently accurate picture of 
waterway economics to dispose of many of the assumptions upon which op- 
ponents of the Federal improvement program have based their criticisms. 

“In order to obtain as reliable a measure of the transportation savings earned 
on the 15 waterways in 1948 as possible, analysis was made of the principal 
commodities conveyed; representative cargo movements on each section and 
from one section to another, by both all-water and combination rail-and-water, 
were analyzed for comparison with the most economical alternative routes, from 
primary origins to final destinations.” 

Is the waterway system a burden on the taxpaying public? In the above com- 
parison, the $60 million total of charges includes the costs to the Government of 
maintenance and operation of the waterways. But, then, it goes still farther. 
This comparison classifies as a charge the amortization of the original govern- 
mental construction outlays on waterway facilities plus interest on the invest- 
ment. These charges, therefore, are far more than costs. They are also a re- 
turn to the public of the money originally invested. They are, beyond this, a 
repayment of interest on that money. If the savings in this table simply equaled 
the charges, the public would have made a good investment and gotten its money 
back with interest. 

But, the savings do far more than simply equal the charges. They are 378 
percent of the charges. The taxpaying public has gotten its money back with 
interest nearly four times within the year. These data indicate that there are 
few investments so profitable to the community and thus to the taxpaying public 
as funds invested in improvement and operation of the waterways. The outlays 
are returned severalfold and widely diffused throughout the economic structure. 
It is in the light of this record that the concentration of the American communi- 
ties around the waterway systems has proven a most persistent feature of our 
geographical growth. 
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The user charge proposal is penny-wise and pound-foolish. In its narrow pre- 
occupation with the dollar outlay involved in this fruitful public investment, it 
would hamstring the waterways, cut back their further development and 
shrewdly conserve for the taxpayer the dollars now in his pocket. But the in- 
dustrial might of America and its flourishing prosperity have not been achieved 
by dollars in the pocket but by courageous and intelligent enterprise and invest- 
ment. Among these there have been few like the inland waterways which have 
returned intact the principal with interest, plus total current cost severalfold 
per year. 


XIV. THE INCREASING WATERWAY TRAFFIC AND ECONOMIC GROWTH PER DOLLAR OF 
PUBLIC EXPENDITURE 


In its preoccupation with Government expenditures on the waterways rather 
than with the public benefits, the task force encourages the supposition tha{ 
waterway expenditures have greatly increased in recent years. Of course, with 
drastic inflation in cost levels and with the economic growth of the country, al- 
most any category of disbursements has been subject to some increase. The real 
question is whether or not the increases in outlays have been disproportionately 
large in relation to the growth of waterway traffic and the growth of the com- 
munities it serves. The fact is that, with respect to the Ohio Valley, they have 
not. Relative to the economie growth of the Ohio Valley community, the Gov- 
ernment has been spending less on the Ohio River during the 10 years ending in 
1955 than it spent during a period of the same duration 20 years earlier. The 
following data summarize this comparison. 


TaBLe VIII.—The Ohio River Valley: Navigation expenditures and economic 
growth 


Ohic Valley ? 


Ton-miles 
Expenditures Income carried on 
(millions) ! payments > F Ohio River 
toindi- | Percapita | (millions) 
viduals 
(millions) 


POTORMEARED TRIG g <5 hss sc bicnicdncctnerat 


1Expenditures are total outlays, including capital outlays, operating disbursements, and maintenance. 
‘All data exclude the Tennessee River and the Tennessee Valley. 


The above table tells a dramatic story. It demonstrates, first of all, the 
growing importance of traffic on the river to the valley economy. The traffic 
growth of 497 percent in comparison with the income expansion of 156.5 percent 
highlights the growing role of the river in the livelihood of.the valley. Both 
of these measures of growth may then be compared with the growth in Govern- 
ment expenditures on river navigation. These have gone up only 53 percent. 
Thus, in its contribution to the transportation artery which supports the valley 
economy and thereby community growth, the taxpayer is obtaining a tremendous 
increase in the yield on his money. 

While the well-being of the people of the Ohio Valley has greatly improved 
during the 20 years represented in the table, the income standard of important 
sections of the valley has not yet caught up with the national average. In 
1929, the average income per person in the valley fell short of the national average 
by $66 for the year. In 1950, it still fell short, but by only $12. 

On the foundation of valley enterprise in the use of our central navigation 
artery, we in the Ohio Valley have been assuming a progressively more nearly 
equal place in the march of American progress. We are at a crucial point in 
our development. To place the full weight of the proposed toll system upon the 
economy of the valley at this time would throw back community development 
and undo the labors of a generation. 
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XV. A ROLLCALL OF THE PRESIDENTS ON THE DIFFUSION OF WATERWAY BENEFITS TO 
THE PUBLIC 


The foregoing analysis is confirmed by the Report of President Truman’s Water 
Resources Policy Commission, as follows: 

“The benefits from the inland waterways must be gaged by the transportation 
savings which may reasonably be expected to result from their use, in the light 
of the cost and value of the transportation services which they are capable of 
rendering, compared witn alternative forms of transportaion. On the forty-odd 
billion annual ton-miles of freight now moving on the inland waterways, the 
sabings estimated by the Army engineers of 6 milds per ton-mile produces an 
annual total return in excess of $200 million, or 20 percent on the gross public 
investment, even after Federal maintenance and operation charges are deducted. 

“These savings will increase as the tonnage grows. Over the past 20 years, 
ton-miles have increased on the inland waterways at the average rate of 1.75 
billion a year. At the present rate of growth, tonnage and ton-miles will double 
within the next 25 years. In view of the fact that total ton-miles of the country 
have been increasing since 1929 at the rate of 20 billion annually, it would seem 
reasonable to expect that, by 1975, with the substantial enlargement of the 
waterways after completion of the channels now under construction and author- 
ized, total river ton-miles should be in excess of 100 billion annually (which is 
the figure already reached both on the highways and in the pipelines, and less 
than one-sixth of the present railway ton-miles). On such a volume of tonnage 
the savings to the public in lower transportation charges, computed at the rate 
shown above, would exceed half of a billion dollars annually. 

“In order to translate these general estimates of total savings from inland 
waterways into the specific benefits that accrue to a region from the lowering 
of transportation costs, one must visualize the benefits to farmers of the Missouri 
and Arkansas Basins which would flow from increasing the value of their grain 
5 to 10 cents a bushel through lower transportation charges to market; the 
benefits to both producers and consumers from moving the coal and other mineral 
and forest products of the Tennessee, Arkansas, and Missouri River Basins 
at substantially lower rates, thus increasing their dollar value as raw materials 
and putting them to economic use where they now are undeveloped. One must 
consider how industries and industrial population concentrate around navigable 
water, creating work, income, new traffic for other modes of transport, and 
wealth for people, bringing farms and markets, producers and consumers closer 
together, making living conditions better for farmers and industrial workers 
alike.” 

But perhaps the best evidence, certainly the most impartial, that can be 
marshaled on this issue is the opinion of the Presidents of the United States. 
Before reviewing that record, it should be noted that historically waterway 
improvements have been regarded as only one class of the general category of 
internal improvements. In our early history, canals, roads and improvements 
to natural waterways were the principal items. Now, of course, the list is almost 
endless—aids to housing, health and education; reforestation, reclamation, soil 
conservation, hydroelectric power, flood control—all these and many more are 
classed as internal improvements. They are federally provided funds, services 
or facilities, made available under one or a combination of constitutional powers 
to promote the general welfare or some more specific purpose of national 
importance. 

Reference has already been made to the controversy as to the constitutional 
power of Congress to provide for internal improvements. It ceased to be a 
political issue after 1860. But Jefferson, Madison, Monroe, and certain others 
questioned the power of Congress in this area and although they will be cited 
as authority for the diffusion of benefits from such improvements, their negative 
position on the constitutional issue should be borne in mind. They favored an 
amendment to the Constitution to permit such expenditures. 
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We shall proceed then to call the roll of the Presidents of the United States 
on this critical issue: Who are the beneficiaries of internal improvements, 
specifically waterways: 


Presidents 


George Washington 


Thomas Jefferson 
James Madison 


James Monroe 


John Quincy Adams__-.__--_- 


Andrew Jackson 
John Tyler 
James K. Polk 


Zachary Taylor 


Millard Fillmore 
Franklin Pierce 


Abraham Lincoln 


U. 8. Grant 
Chester A. Arthur 


Benjamin Harrison 


Grover Cleveland 


Theodore Roosevelt 
William Howard Taft 


Warren Harding 
Calvin Coolidge 


Herbert Hoover 


Franklin D. Roosevelt_. 


Harry 8. Truman...._. 


Dwight D. Eisenhower 


Answers 


The well being and strength of the 
Union. 

Cementing the Union 

Public benefit; general prosperity - 


e 

Public benefit 

Treasures for posterity 

Every member of the Union 

DD CR isis, oss ong cin dd 

Distinguishes national and local 
projects, denies constitutional 
power over certain public im- 
provements. 

Advancement of population, ex- 
extension of commerce. 

General utility 

The general public; national ad- 
vancement. 

Benefits of many improvements 
primarily local; disapproves of 
Federal provision of internal 
improvements. 

Widespread benefits 

The Nation, through cheap trans- 
portation. 

Some for general welfare, others of 
local value only. 

The public and general advantage 
from proper works. 

The public welfare from proper 
works, 

The Nation_. 

The people, through benefits to 
interstate commerce and reduc- 
tions of rail rates. 

The people through adequate low- 
cost transportation. 

The public, agriculture 


All the people; the Nation 


Multitude of laborers, small busi- 
nessmen, homeowners and farm- 


ers; national defense. 


National economy as a whole; in- 
crease the national wealth. 


Prosperity of the Nation 


The Nation, influencing its 
growth; a sustaining force in 
times of threatening economic 
contraction. 


Source 


ie to George Planter, Oct. 25, 

784, 

6th annual message, Dec. 2, 1806. 

7th annual message, Dec. 5, 1815; 
veto message, Mar. 3, 1817. 

1st annual message, Dec. 2, 1817. 

3d annual message, Dec. 4, 1827. 

Ist annual message, Dec. 8, 1829. 

Veto message, June 11, 1844. 

Veto message of Aug, 3, 1846. 


Ist annual message, Dec, 4, 1849. 


Ist annual message, Dec. 2, 1850. 
Veto message, Dec. 30, 1854. 


Veto message, Feb. 1, 1860. 


Speech in Congress, June 20, 1848. 
5th annual message, Dec, 1, 1873. 


Message to House of Representa- 
tives Aug. 1, 1882, 
ist annual message, Dec. 3, 1889. 


Veto message, May 29, 1896. 


Special message, Dec. 8, 1908 
Special message, Jan. 14, 1910. 


Address, Kansas City, Mo., June 

22, 1923. 

4th annual message, Dec. 7, 1926; 
fifth annual message, Dec. 6, 1927. 

Address to Mississippi Valley As. 
sociation, St. Louis, Mo., Nov- 
14, 1927; address at Louisville, 
Ky., Oct. 22, 1929. 

Address to St. Lawrence Seaway 
Conference, Dec. 5, 1940; letter to 
Dewey Short, president, Rivers 
and Harbors Congress, Oct. 27, 
1941, 

Budget message for fiscal 1947; 
state of the Union message, 
Jan. 6, 1947. 

Message to Rivers and Harbors 
Congress, Apr. 25, 1947. 

State of the Union message, Jan. 6, 
1955. 


Those Presidents not named have not, so far as research discloses, said any- 


thing on the subject. 

The views of Abraham Lincoln on the benefits of waterway improvements are 
set forth at length above. They were an answer to objections raised by Presi- 
dent Polk and others of much the same character as those presented by the 
Hoover Commission. President Polk favored provision of harbor improvements 
by the States which would finance them through tonnage duties. Thus, said 
President Polk, the taxes would be levied “upon the commerce of those ports 
which are to profit by the proposed improvement” and expenditure being in the 
hands of those who are to pay, “will be more carefully managed * * *” (James 
K. Polk, veto message, December 15, 1847). 

Mr. Lincoln, entirely refuting President Polk, established beyond any reason- 
able doubt the wide diffusion of benefits derived from and the national import- 
ance of sound waterway improvements. The views of all but a small group 
of strict-constructionist Presidents such as Polk and Buchanan are fully in ac- 
cord. In order that the prevailing presidential attitude toward waterway im- 
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provement may be better appreciated, certain passages from their official state- 
ments are quoted below : 

(1) George Washington (quoted by President Hoover in Louisville, Ky., ad- 
dress, October 29, 1929) : ‘Prompted by these actual observations, I could not help 
taking a more contemplative and extensive view of the vast inland navigation 
of these United States, and could not but be struck with the immense diffusion 
and importance of it, and with the goodness of that Providence, which has dealt 
her favors to us with so profuse a hand. Would to God we may have the wisdom 
to improve them.” 

(2) Thomas Jefferson, sixth annual message, December 2, 1806 (speaking of 
surplus funds arising from tariffs and attitudes of persons able to buy luxuries 
affected by tariffs) : “Their patriotism would certainly prefer its continuance and 
application to the great purposes of the public education, roads, rivers, canals, 
and such other objects of public improvement as it may be thought proper to 
add to the constitutional enumeration of Federal powers. By these operations 
new channels of communication will be opened between the States, the lines of 
separation will disappear, their interests will be identified, and their union ce- 
mented by new and indissoluble ties.” 

(3) James Madison, seventh annual message, December 5, 1815: “Among the 
means of advancing the public interest the occasion is a proper one for recalling 
the attention of Congress to the great importance of establishing throughout our 
country the roads and canals which can best be executed under the national au- 
thority. No objects within the circle of political economy so richly repay the 
expense bestowed on them; there are none the utility of which is more univer- 
sally ascertained and acknowledged ; none that do more honor to the governments 
whose wise and enlarged patriotism duly appreciates them, Nor is there any 
country which presents a field where nature invites more the art of man to com- 
plete her own work for his accomodation and benefit. These considerations are 
strengthened, moreover, by the political effect of these facilities for intercom- 
munication in bringing and binding more closely together the various parts of 
our extended confederacy.” 

(4) John Quincy Adams, third annual message, December 4, 1827: “* * * the 
appropriations for the repair and continuation of the Cumberland road, for the 
construction of various other roads, for the removal of obstructions from the 
rivers and harbors, for the erection of lighthouses, beacons, piers ,and buoys, and 
for the completion of canals undertaken by individual associations, but needing 
the assistance of means and resources more comprehensive than individual en- 
terprise can command, may be considered rather as treasures laid up from the 
contributions of the present age for the benefit of posterity than as unrequited 
applications of the accruing revenues of the Nation,” 

(5) Andrew Jackson, first annual message, December 8, 1829: “Every member 
of the Union, in peace and in war, will be benefited by the improvement of inland 
navigation and the construction of highways in the several States.” 

Second annual message, December 6, 1830: “It is indisputable that whatever 
gives facility and security to navigation cheapens imports, and all who consume 
them are alike interested in whatever produces this effect. If they consume, 
they ought, as they now do, to pay; otherwise they do not pay. The consumer in 
the most inland State derives the same advantage from every necessary and 
prudent expenditure for the facility and security of our foreign commerce and 
navigation that he does who resides in a maritime State. * * * 

“All improvements effected by the funds of the Nation for general use should 
be open to the enjoyment of all our fellow citizens, exempt from the payment 
of tolls or any imposition of that character.” 

(6) John Tyler, veto message, June 11, 1844: “It (the Mississippi River) be- 
longs to no particular State or States, but of common right, by express reserva- 
tion, to all the States. It is reserved as a great common highway for the com- 
merce of the whole country. To have conceded to Louisiana, or to any other 
State admitted as a new State into the Union, the exclusive jurisdiction, and 
consequently the right to make improvements and to levy tolls on the segments 
of the river embraced within its territorial limits, would have been to have 
disappointed the chief object in the purchase of Louisiana, which was to secure 
the free use of the Mississippi to all the people of the United States. Whether 
levies on commerce were made by a foreign or domestic government would have 
been equally burdensome and objectionable. The United States, therefore, is 
charged with its improvement for the benefit of all, and the appropriation of 


governmental means to its improvement becomes indispensabily necessary for the 
good of all.” 
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(7) Millard Fillmore, second annual message, December 2, 1851: “The un- 
obstructed navigation of our large rivers is of equal importance. Our settle- 
ments are now extending to the sources of the great rivers which empty into and 
form a part of the Mississippi, and the value of public lands in those regions 
would be greatly enhanced by freeing the navigation of those waters from 
obstructions.” 

(8) Franklin Pierce, veto mesage, December 30, 1854: “At the time of the 
adoption of the Constitution the vast Valley of the Mississippi, now teeming 
with population and supplying almost boundless resources, was literally an 
unexplored wilderness. Our advancement has outsripped even the most san- 
guine anticipations of the fathers of the Republic, and it illustrates the fact that 
no rule is admissible which undertakes to discriminate, so far as regards river 
and harbor improvements, between the Atlantic or Pacific coasts and the great 
lakes and rivers of the interior regions of North America. Indeed, it is quite 
erroneous to suppose that ary such discrimination has ever existed in the nrac- 
tice of the Government. To the contrary of which is the significant fact, before 
stated, that when, after abstaining from all such appropriations for more than 
30 years, Congress entered upon the policy of improving the navigation of rivers 
and harbors, it commenced with the rivers Mississippi and Ohio. 

“The Concress of the Union, adopting in this respect one of the ideas of that 
of the Confederation, has taken heed to declare from time to time, as occasion 
required, either in acts for disposing of the public lands in the Territories or in 
acts for admitting new States, that all navigable rivers within the same ‘shall 
be deemed to be and remain public highways.’ ” 

(9) William Howard Taft, special message, January 14, 1910: “He would be 
blind, indeed, who did not realize that the people of the entire West, and especially 
those of the Mississippi Valley, have been aroused to the need there is for the 
improvement of our inland waterways. The Mississippi River, with the Missouri 
on the one hand and the Ohio on the other, would seem to offer a great natural 
means of interstate transportation and traffic * * *. 

“But it is certain that enormous quantities of merchandise are transported 
over the rivers and canals in Germany and France and England, and it is also 
certain that the existence of such methods of traffic materially affects the rates 
which the railroads charge, and it is the best regulator of those rates that we 
have, not even excepting the governmental regulation through the Interstate 
Commerce Commission. For this reason, I hope that this Congress will take 
such steps that it may be called the inaugurator of the new system of inland 
waterways * * *.” 

(10) Calvin Coolidge, first annual address to Congress, December 6, 1923: 
“* * * The time has come to resume in a moderate way the opening of our 
intercoastal waterways; the control of floodwaters of the Mississippi and of the 
Colorado Rivers; the improvement of the waterways from the Great Lakes to- 
ward the Gulf of Mexico; and the development of the great power and navigation 
profect of the St. Lawrence River, for which efforts are now being made to 
secure the necessary treaty with Canada. These projects cannot all be under- 
taken at once, but all should have the immediate consideration of the Congress 
and be adopted as fast as plans can be matured and the necessary funds become 
available. This is not incompatible with economy, for their nature does not 
require so much a public expenditure as a capital investment which will be 
reproductive, as evidenced by the marked increase in revenue from the Panama 
Canal. Upon these projects depends much future industrial and agricultural 
progress, They represent the protection of large areas from flood and the addi- 
tion of a great amount of cheap power and cheap freight by use of navigation, 
ehief of which is the bringing of ocean-going ships to the Great Lakes * * *,” 

Fourth annual message, December 7, 1926: “The large Federal expenditure in 
improvement of waterways and highways in all comprise a great s-ries of gov- 
ernmental actions in the advancement of the special interest of agriculture.” 

(11) Herbert Hoover, address as Secretary of Commerce at St. Louis, Mo., 
November 14, 1927: “I am concerned with this improvement (of inland water- 
ways) because it will contribute to the wealth and economic progress of every 
section of the Union. It will contribute to the unity of the Nation. It is of 
concern to every one of our millions of farms and homes. 

* + * * + * + 

“I believe there is general agreement that the cost of transportation is a de- 
duction from the price the farmer receives at the world’s markets and besides 
that the price at which he realizes his surplus in foreign seaboard markets 
makes the price of his whole product at home, so that the effect of increased 
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transportation rates to these markets is far greater than the bare amount 
as applied to exports only. 

“It is an enormous sum when applied to our crops and is one of the contribut- 
ing causes of the farmers’ postwar difficulties. It is not all the farm problem but 
it is & substantial part. 

+ * * + * e * 


“From all this serious shift in economic currents in its effect on agriculture 
and upon business we surely have something werthy of our best effort to 
remedy. And remedy lies as I have said in finding cheaper transportation in 
bulk products of agriculture and in raw materials. 

- * * * * ~ a 


“In any éxamination of our country for remedy we have naturally turned toa 
consideration of the magnificent natural waterways which Providence has blessed 
us with. It is therefore our conception that we should dee, en our rivers to per- 
mit modern barge trangsportation; deepen the outlet to the Great Lakes to 
permit oceangoing shipping, and to connect them all together into a definite 
transportation system. 

€ & + * * * + 


“I believe that the statement often made that by the modernization of the 
Mississippi and the Great Lakes system of waterways we shall decrease the 
freight on grain to the world markets by 10 cents a bushel is not far wrong. 
And by so doing we should increase the price of all grain to the farmer by 10 
cents per bushel, and this 10 cents is the profit end of the price. One single year 
of such increas. to our Midwest farmers would more than equal the entire capital 
outlay which we propose. I doubt if since the days when we transformed 
trans. ortation from the wagon to the railroad have we seen so positive an op- 
portunity to assist the prosperity of our people. 

* * * +. * * . 


“That a Nation with an annual income of $90 billion (this was in 1927) can 
undertake to spend a tenth of 1 percent of its national income in such works 
requires little argument. Upon this point we can do no better than quote the 
most successful statesman in economy in our national history—President Cool- 
idge—who in his message to Congress said in referring to these very projects: 
‘Expenditure of this character is compatible with economy. It is in the nature of 
capital investment.’ 

* + * * * * 


“Another criticsm te which I have given great consideration is that the opening 
of these great waterways would endanger the stability of our railway system. 
Taking the country as a whole, the railways must ever bear the major burden 
of our goods traffic. And there are many classes of goods which will always 
go by rail even parallel with the waterways. And there is an old saying that 
is true: ‘New transportation facilities create business.’ It is well proved by our 
new highways. 

“At one time in our history we practically abandoned the highways and water- 
ways for the railways. ‘The invention of the gas engine has restored our high- 
ways and multiplied their traffic 10,000 fold. Yet the total volume of passengers 
and goods on our railways has increased threefold in 25 years; the next quarter 
of a century promises even a larger addition to our population than the last 25 
years. The railways must provide for the major burden of this increase, and 
I believe most railway operators agree that our railways can well be supple- 
mented in their provision for this increased traffic by fully developed water- 
ways. I have no fear for their prosperity.” 

Address at Louisville, Ky., October 29, 1929, on completion of Ohio River 
project: “And the new waterways are not competitive but complementary to 
our great and efficient railways. It is the history of transportation that an 
increase of facilities and a cheapening of transportation increases the volume 
of traffic. 


* * * * * * * 


“It is the river that is permanent; it is one of God’s gifts to man, and with 
each succeeding generation we will advance in our appreciation and our use of it. 


* * * . 2 « a 
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“Some have doubted the wisdom of these improvements. I have discussed 
the subject many times and in many places before now and I shall not repeat 
the masses of facts and figures. The American people, I believe, are convinced. 
What they desire is action, not argument, 


“As a general and broad policy I favor modernizing of every part of our water- 
ways which will show economic justification in aid of our farmers and industries. 
* a * * * « * 


“We should complete the entire Mississippi system within the next 5 years. 
We shall then have built a great north and south trunk waterway entirely 
across our country from the Gulf to the northern boundaries, and a great east 
and west route, halfway across the United States. Through the tributaries we 
shall have created a network of transportation. We shall have brought a 
dozen great cities into direct communication by water; we shall have opened 
cheaper transportation of primary goods to the farmers and manufacturers of 
over a score of States. 

+ * + + * * a 


“A nation makes no loss by devotion of some of its current income to the im- 
provement of its estate. That is an obligation we owe to our children and our 
grandchildren. I do not measure the future of America in terms of our lifetime. 
God has truly blessed us with great resources. It is our duty to make them 
available to our people.” 

Although, as shown in the summary of Presidential opinion above, Presidents 
Franklin D. Roosevelt, Truman, and Hisenhower have recognized the general 
benefits and advantages of waterway improvements, each has indicated a belief 
in the propriety of user charges although with what qualifications and under what 
conditions we are not informed, and to that extent they have broken with the 
central and prevailing tradition of the Presidents. The manifest inconsistency 
of the propositions (@) that waterway improvements benefit the whole people 
and (0) that they should be paid for by the users, does not seem to have occurred 
to them. Their views as to the widespread benefits derived from waterway 
improvements are indicated in the following statements: 

President Franklin D. Roosevelt, address to Great Lakes Seaway and Power 
Conference, December 5, 1940: “Along with its (St. Lawrence seaway’s) benefits 
to national defense, this project will contribute to the peacetime welfare of a 
multitude of laborers, small-business men, homeowners, and farmers. I said in 
1936 and I say now, ‘Such a development as we propose to carry out in this Great 
Lakes-St. Lawrence Basin unquestionably will result in greater activity for all 
ports and transportation agencies.’ This has been the history of all new navi- 
gation projects and improvements directed to better communication in this 
country and throughout the world.” 

President Harry S. Truman, annual message, January 21, 1946: “The rivers of 
America offer a great opportunity to our generation in the management of the 
national wealth. By a wise use of Federal funds, most of which will be repaid 
into the Treasury, the scourge of floods and drought can be curbed, water can 
be brought to arid lands, navigation can be extended, and cheap power can be 
brought to the farms and to the industries of our land. 

. ” a * a * * 


“These great developmental projects will open the frontiers of agriculture, 
industry, and commerce, The employment opportunities thus afforded, will also 
go far to ease the transition from war to peace.” 

Message to National Rivers and Harbors Congress, April 25, 1947: “The need 
to protect and improve our natural resources has become acute as a result of 
the war, and we must plan and carry out an adequate program to this end at all 
times if we are to avoid waste. We cannot risk retarding our growth by lack 
of the necessary instruments of progress. Navigation, flood control, conserva- 
tion, and reclamation are among the important activities upon which our pros- 
perity as a nation depends.” 

President Dwight D. Eisenhower, state of the Union message, January 6, 1955: 
“The Nation’s public works activities are tremendous in scope. It is estimated 
that more than $12 billion will be expended in 1955 for the development of land, 
water, and other resources; control of floods and navigation and harbor improve- 
ments; construction of roads, schools, and municipal water supplies; and dis- 
posal of domestic and industrial wastes. Many of the Federal, State, and local 
agencies responsible for this work are highly efficient. But public-works activi- 
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ties are closely interrelated and have a substantial influence on the growth of the 
country. Moreover in times of threatening economic contraction, they may 
become a valuable sustaining force. Efficient planning and execution of public 
works require the coordination of Federal activities and effective cooperation 
with State and local governments.” 

The Hoover Commission seems to be suffering from internal conflict on this 
vital point. At page 77, it states: “Navigation improvements obviously are 
necessary to provide for the national defense, to conserve the national domain, 
and to facilitate international and interstate commerce. The Federal interest is 
paramount and the Federal responsibility is basic.” 

But at page 83, the Commission says: “The traffic (on inland streams) today is 
mainly by industries on or near these improved streams which enjoy the benefits 
of the Federal expenditures for improvements and maintenance, and the public 
has but a secondary service.” 

And again at page 84: “Today the nature of traffic over the inland waterways 
has shifted to such bulk traffic as oil, coal, and ore.” 

User charges are then sought to be justified on the ground that they would 
relieve “the taxpayers of the country of the cost of providing a special privilege 
mostly to large shippers of bulk commodities and to large-size pleasure 
craft * * *” (Report of Commission, p. 85). 

If navigation improvements are necessary for the broad national purposes 
mentioned by the Commission on page 77 of the report, how can they be so 
restricted in their usefulness, benefits, and service as the Commission insists on 
pages 83, 84, and 85? 

It is clear enough, however, that whatever lip service is paid to the national 
importance of navigation improvements, the true position of the Commission is 
reflected in its statements as to special privileges for large shippers, and 
benefits for industries near the waterways supported by a great mass of tax- 
payers deriving no benefit. That Mr. Hoover should have subscribed to this 
false and perverted view is incredible. For he, as much as any other President 
had recognized the broad public importance and henefits of the waterways. Such 
improvements, he thought in 1927, would “contribute to the wealth and economic 
progress of every section of the Union.’ Now he subscribes to the view that 
such improvements are special privileges for large shippers. 

Whatever the explanation of this extraordinary self-contradiction, the facts 
are, as set forth above and as presented by almost all the Presidents, that 
soundly conceived waterway improvements are for the benefit of the people 
generally. Cheap and abundant mass transportation for basic materials directly 
affects the cost of goods to consumers; such transportation facilities stimulate 
investment in new industrial ventures, which provide employment for millions, 
and contribute enormously to the flow of tax revenues to State and Federal 
treasuries. In short, improved waterways are a major stimulus to economic 
development and have always been so regarded by the Nation’s leaders. 

And it was because of that fact that the Congress deemed it proper and 
necessary to provide Federal funds for waterway imnrovements. If the benefits 
of the waterways were in fact limited to a “restricted group of carriers and 
shippers,” as claimed by the task group (vol. 3, task force report, 942) or if, 
as the task force says (vol. 1, task force report, 217), the Federal navigation 
program were “a direct subsidy to a comparatively limited number of shippers” 
or a “special privilege mostly to large shippers” as the Commission asserts 
(p. 85), then the Congress of the United States has been acting illegally since 
the first public-improvement appropriation in 1824. For there is no constitu- 
tional power express or implied which would permit such a subsidy unless it 
were of national benefit or an appropriation of public money for purposes so 
limited. 

Surely no act of the Congress under any of its broad powers could be sustained 
if it involved a discrimination so arbitrary as that charged by the Commission 
and the task force against the waterway-improvements program. Apart from 
constitutional questions, these charges are a defamation of the character and 
integrity of the Congress of the United States. 

Unwittingly, perhaps, the task force and the Commission have entered the 
lists of constitutional and public-policy debate on the side of James K. Polk and 
James Buchanan. 

But the people had a champion that day in June 1848. Abraham Lincoln 
recognizing the true unity of the Nation, the relationship of the welfare of the 
whole to that of each part, argued for a program of internal improvements 
that would enable the Nation to grow and prosper. And he exposed all the 
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weakness of the narrow view of Polk and other strict constructionists who would 
have permitted internal improvements to be constructed only if paid for by the 
States in which they were located or by private funds. Now the Commission’s 
task force would make the ability of promoters to pay for projects the decisive 
criterion of feasibility. It has a familiar ring—Polk was wrong and the task 
force is wrong. The issue was decided by the American people more than a 
hundred years ago. 

The views of the task force and the Commission on the value and benefits 
of waterway improvements are as dated as bimetallism or the single tax. Today 
they are merely of historical interest. Lincoln ended their career in the arena of 
practical politics. They should be permitted to remain decently under glass in 
the museum of historical relics. 


XVI. EVIDENCES OF PREJUDICE, BIAS, AND FACTUAL DISTORTION IN THE REPORTS OF THE 
COMMISSION AND ITS TASK FORCE 


In the preceding portions of this analysis certain statements in or omissions 
from reports of the Commission and its task force have been referred to as 
evidence of a lack of objectivity or of prejudice against waterways ‘These 
include such matters as: 

(1) The failure to consider constitutional problems arising under the ports 
preference clause and other provisions. 

(2) The failure to consider problems of user charge determination, or to 
suggest adequate standards for such determination. 

(3) The proposal to assess full maintenance and operating costs of waterways 
against commercial users and larger pleasure craft without regard to national 
defense and other important public benefits derived from waterway improve- 
ments. 

(4) The failure to consider the relationship of user charges to national trans- 
portation policy, notably the power of railroads to set less than full-cost rates 
competitive with water rates, in disregard of views of Commissioners Brownell, 
Flemming, and Holifield and of task force consultant, Prof. John H. Frederick. 

(5) Disregard and distortion of the established free waterways policy of the 
Government as embodied in compacts with the States, State constitutions, inter- 
national treaties, and Federal legislation and failure to consider the industrial 
and economic dislocation and waste which would result from repudiation of 
established policy and contractual guaranties. 

(6) Improper reliance upon Panama Canal and St. Lawrence seaway tolls as 
precedents for user charges on the inland waterways. 

(7) Disregard of widespread benefits of waterway improvements and public 
interests served thereby, as evidenced by statements of the Presidents of the 
United States, and assertions that the benefits of waterways are confined to a 
small group of large shippers. 

Certain additional statements and recommendations of the Commission and 
the task force also provide strong evidence of antiwaterway bias. These are 
considered below. 


A. Statements that waterway traffic has recently shifted to heavy bulk com- 
modities 


The Navigation Task Group at page 910 of volume 2, task force report, states 
that “The advantages of modern water transportation at present lie almost 
wholly in its adaptability to bulk fuels and raw materials of law unit value that 
must move at low cost, to move at all.” [Emphasis supplied.] 

The Commission itself (less the dissenting members) echoes this conclusion 
as follows: 

“The traffic (on the inland waterways) today is mainly by industries located 
on or near these improved streams * * *” (Commission report, p. 83). [Em- 
phasis supplied.] 

“Today the nature of traffic over the inland waterways has shifted to bulk 
traffic such as oil, coal and ore” (Report of Commission, p. 84). [Emphasis 
supplied. ] 

This allegedly “recent” shift in the nature of traffic is a principal basis for 
the Commission’s recommendation of user charges to relieve the “taxpayers 
of the country of the cost of providing a special privilege” to “large shippers of 
bulk commodities” (Commision report, p. 85). 

Of course, the allegation that predominance of heavy bulk traffic on the water- 
ways is a recent development is completely untrue. It was demonstrated by 
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the report of the famous National Waterways Commission‘ filed with the 
Congress in 1912, that the railroads captured from the waterways, first their 
passenger traffic and then the high-grade freight business, leaving for the water- 
ways only the low-grade (basic materials) freight, most of which is handled in 
bulk. The National Waterway Commission traced this trend in each Nation 
giving dates of the displacement, in many instances before this century. The 
task force and the Commission have thus pictured as a recent development a 
change in the character of waterway freight which started with the first rail- 
way competition and had run its course and settled down to predominantly 
heavy bulk commodities before the turn of the century. 

The further fact is that in recent years, traffic on the waterways has become 
less exclusively a movement of commodities of low unit value. For example, 
on the Ohio River the movement of iron and steel products, finished commodities 
of high unit value, increased from 14.6 percent of the ton mileage of traffic in 
1947 to 22 percent of the much expanded traffic of 1953. During the same period 
the ton-mileage of chemicals increased from 5.2 percent to 6.7 percent of the 
total. Assembled automobiles have been an important and growing item of 
waterway traffic. 

The task group and the Commission have thus made statements as to the 
traffic trend which are totally opposed to the facts. Their statements might 
have been valid in 1890. In 1955, they are totally misrepresentative of the facts. 
If traffic on waterways is shifting, it is shifting from and not to “raw materials 
of low-unit value.” 

In attempting to find support for its position that Federal expenditures for 
waterways improvements create a subsidy or a special privilege for large 
shippers at the expense of the general taxpayers, the Commission faced a 
difficult dilemma. If it took the position that such expenditures have been of 
that character over an extended period, it would be accusing the Congress of 
favoring special interests, probably without constitutional authority, through 
repeated appropriations for waterway improvement. It would, moreover, have 
found its position in direct conflict with the views expressed by its own chair- 
man as Secretary of Commerce and as President and by practically all the 
other Presidents of the United States from Washington to Eisenhower, that 
soundly conceived and economically justified waterway improvements are in 
the national interest and benefit the entire economy. It would appear, there- 
fore, that to avoid openly accusing the Congress of the United States of repre- 
hensible conduct, and to avoid the embarrassment of public denial of carefully 
considered statements of its own Chairman and many other Presidents, it 
decided upon a face saving formula. This amounts to saying: ‘Waterway 
improvements may have been justified in days gone by, but now conditions have 
changed. ‘Today’ the nature of traffic has ‘shifted.’” But in taking this 
escape route, the Commission leaped on the other horn of the dilemma. The 
name of this horn is “Truth.” The nature of traffic on the waterways has 
shifted, if at all, in exactly the opposite direction from that indicated by the 
Commission—not from but to higher value freight. 

Surely the Congress will not be deceived. It has known the facts. The Corps 
of Engineers and others recommending waterway improvements have fully dis- 
closed the nature of the traffic. The report of the National Waterways Commis- 
sion described and explained the entire matter to the Congress in 1912. And 
the Congress, recognizing the obvious fact that it is to a large extent because 
of the bulk of waterway tonnage consists of basic raw materials that the 
benefits of low-cost transportation are so widely diffused throughout the econ- 
omy, has fostered and supported sound waterway development programs in the 
national interest—for the public welfare, not for a few large shippers. 


B. Unfair inference drawn from facts as to limited common carrier service on 
the waterways 


Closely related to the Commission and task force distortions as to the 
character of waterway traffic are the assertions of the Commission and its task 
force as to the dearth of common carriers and common carrier service on the 
waterways. 

Thus the Commission refers to a statement by the task 

\ group that all but a 
small percentage of the carriers on inland streams ar iv . 
Galvin cad dens S are private and contract 


*This distinguished commission of Senators and Congressmen under the chairm hi 
of Theodore E. Burton of Ohio spent 8 years in completing a worldwide study of waterwaye 
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“The traffic today is mainly by industries located on or near these improved 
streams which enjoy the benefits of the Federal expenditures for improvements 
and maintenance, and the public has but a secondary service’ (Commission 
report, p. 83). 

The task force states that of some 850 firms or individuals operating freight 
carriers on the Mississippi and Gulf Intercoastal Waterway systems only 35 
hold certificates of public convenience and necessity as common carriers from 
the Interstate Commerce Commission and only 12 as contract carriers. “The 
burden,” says the task force, “of hauling freight not considered profitable by 
the common carrier barge lines is left to the railroads and the motor trucks” 
(p. 215, task force report, vol. 1). It then concludes: 

“The public’s money is being spent to provide navigation channels for carriers 
which do not recognize an obligation to serve the general public. It is alto- 
gether possible that carriers on inland waterways could not maintain their 
present low charges if they were required to serve the public in the same com- 
prehensive manner as railroads. * * *” (p. 216.) 

These statements betray both confusion and prejudice. First: As to the 
dearth of common carrier waterway service—the National Waterways Commis- 
sion of the Congress discussed this same problem 43 years ago, but their ap- 
proach was somewhat different. They said: 

“Water transportation is in such decadent condition on most of our rivers 
that there are few boatlines operating on regular schedules at published rates” 
(p. 565). 

As to the cause of this, the National Waterway Commission said: “First and 
most important—the right of the railway to charge lower rates between points 
where their line is in competition with water routes * * *” 

The railroads stil] have this power and want to increase it by eliminating 
the long and short-haul clause and by limiting the rate-making powers of the 
Interstate Commerce Commission. And yet the task force and the Commission 
condemn the waterways policy for failure to provide comprehensive common 
carrier service despite the fact that the railroads have left only a few crumbs 
of common-carrier business for the waterways. If waterway common-carrier 
service is inadequate, the fault is that of the railroads, not the waterway oper- 
ators. 

Second. Yes, the public’s money is being spent and has always been spent 
by repeated acts of Congress since 1824 to provide water highways for private 
and contract as well as common carriers. Similarly, vast sums are appropriated 
annually for public roads. Is it the view of the Commission that those expendi- 
tures are for the primary benefit of common carriers of freight and passengers? 
The ordinary highway user has no obligation “to serve the general public.” The 
point is that from the beginnings of the Nation it has been thought imperative 
to make our federally supported roads and our waterways, cammon highways 
available to all. The public has demanded free and untrammeled access to these 
transportation facilities and these highways are free to all for private carriage 
and transportation. The railroads on the contrary have a statutory monopoly 
of their rights-of-way supported by the power of eminent domain. If the task 
force or the Commission has any doubt about this, let them buy a locomotive 
and try to run it down the main line of the New York Central or the Pennsyl- 
vania. 

The implication that provision of Federal funds for waterways on which 
private and contract carriage predominate, is a recent innovation, as indicated 
in the task force statement that public money “is being spent” to provide naviga- 
tion channels which do not serve the public as common carriers, is both baseless 
and unfair. That has been the case ever since the railroads drove passengers and 
high-value commodities from the waterways. The railroads and their sup- 
porters should not be heard to condemn the waterways for a condition brought 
about by the improper conduct of the railroads themselves. The task force and 
the Commission are at some pains to make an historic policy repeatedly approved 
by the Congress seem reprehensible. 

Third. No doubt waterway operators’ costs would be increased if their service 
were required to be as comprehensive as that of the railroads. Water lines, in 
the nature of the case, cannot render such service nor if they could, would the 
railroads permit them to maintain it. But it may be said with greater justice 
that if the railroads had to carry heavy-bulk commodities on all routes at water 
transport costs, including waterway maintenance, operating and capital costs, 
there would be no more railroads. 
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Fourth. The statement of the task force to the effect that the common-carrier 
barge operators deliberately reject business not considered profitable, leaving 
it for common-carrier railroads and motor trucks, is an expression of blind preju- 
dice. As indicated above, the waterlines having been all but destroyed by rail- 
way competition, have been struggling for whatever business they could handle 
economically under the continuing pressure of the railroads’ competitive rate 
cutting. These barge-line operators are now cast by the task force into the role 
of big business tycoons who arrogantly “leave” unprofitable business to the 
railroads which are disguised by the task force as long-suffering small-business 
men. We are confident that the Congress of the United States will not be taken 
in by such nonsense. 


C. Detraction from national-defense importance of the waterways 


The Task Group on Navigation, with the apparent endorsement of the task 
force, presents a false and misleading appraisal of the position of the waterways 
in national defense. 

Admitting somewhat grudgingly that the navigation improvement program 
of the Corps of Engineers “although predicated on normal commercial demands, 
has, like other means of transportation, significant defense aspects” (vol. 3, 
task force report, p. 908), the task group then hastily adds that “the inherent 
characteristics of water transportation limit the extent to which this form of 
transportation can absorb the demands of wartime transportation” (p. 909). 
Figures are then cited for ton mileage by various modes of transportation from 
1939 through 1952 and are said to “indicate that the role of waterways is 
obviously restricted when compared to expansion of land transportation during 
times of crisis * * *” (p. 909). The figures show nothing of the sort. It has 
long been recognized that the potentialities of the inland waterway system were 
not fully realized during the war. On the Ohio River, for example, the wartime 
annual peak was over 7 billion ton-miles; the current volume is at a rate of 
nearly 12 billion ton-miles annually. 

Of course, a restrictive policy such as that proposed by the Hoover Commission 
would so handicap the waterways as to limit their usefulness in wartime. At 
present rates of traffic growth the locks on the Ohio will have reached their 
practical economic capacity by the early 1960's. A program to replace these 
Absolete structures with facilities capable of serving growing needs is under- 
way, with construction started on 3 of the planned 16 new locks and dams. 
When completed these improvements will at least quadruple the navigation 
capacity of the Ohio and will greatly improve efficiency and speed of operation. 
Sut under the user-charge system recommended by the Commission waterway 
operations would be so penalized as to discourage traffic growth and even to 
cause a loss of traffic to competing carriers. Thus the new work could not be 
Justified and the project, of deep and vital concern to the industry and people 
of the Ohio Valley, would be scrapped. Application of the method of calculating 
benefit-cost ratios as proposed by the Navigation Task Group and discussed 
below, would preclude most, if not all, waterway improvements. But under 
present national policies it may confidently be expected that improvements re- 
quired to modernize our waterways for the needs of future growth in peace and 
war will go forward to early completion. The usefulness of the waterways in 
time of emergency would then depend upon mobilization policy in the allocation 
of searce materials. This matter is succinctly put by President Truman’s Water 
Resources Policy Commission at page 210 of its report as follows: 

“Most of the basic waterway facilities—channels, locks, and terminals—can 
readily accommodate several times the normal peacetime volume of barge 
traffic without drawing on these scarce commodities. No outlay for steel rails, 
switches, ties, ballast, or paving materials is required. Towboats can effi- 
ciently propel a much larger cargo than is customarily handled in a peacetime 
tow. For rapid increase in carrying capacity per unit of steel and man-days, 
the construction of barges is the most effective solution for dry cargo even if 
the comparatively slowness of barge service is taken into account, and approxi- 
mately as efficient as pipelines for liquids. 

“About 24 tons of steel and a large amount of skilled manpower are required 
to build one 240-barrel gasoline tank car with its intricate rolling unde) carriage 
and brake mechanism, while 250 tons of steel suffice for a 10,000-barrel tank 
barge of simple box design. This obvious truth was not at first appreciated 
by those responsible for the allocation of strategic materials in World War II. 
Arbitrary allocations of materials, location of strategic production units, and 
routing of military supplies by those ignorant of the potentialities of barge 

70818—56—pt. 8——14 
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transportation prevented the waterways from fully achieving their usefulness 
in the war job. This is a lesson that the Nation cannot afford to ignore as it 
prepares for future emergencies,” 

Attention is again invited to the tribute paid to the war record of the water- 
ways by the Water Resources Policy Commission at page 424 of its report 
(appendix 5): 

“The service rendered by inland waterway transportation during World War 
II demonstrated conclusively that it is a vital instrument of national defense. 
Its performance in contributing toward the winning of the war more than 
justified the confidence of Congress in the Corps of Engineers’ waterway- 
improvement programs prosecuted for and sponsored by the people, and more 
than repaid the Federal Government for all of the expenditures of public funds 
for that program.” 

These comments, compared with the views of the Hoover Commission Task 


Force, highlight its deep-seated antiwaterways bias. 


The task force favors an evaluation of proposed waterway projects so devised 
as to reject in advance virtually all further improvements on the inland 
waterways 

The proposal advanced by the task force for user charges should be under- 
stood, not as a balanced judgment of the needs of transportation, but rather as 
an attack on the inland waterways as such, The user charge proposal is an 
expression of bias and not of judgment. Nowhere is this more clearly demon- 
strated than in the views of the task force on the evaluation of future waterway 


improvements, 

Proposals for improving the waterways are now evaluated by systematic 
engineering estimates. For each project, these estimates weight prospective 
dollar benefits against prospective dollar costs. Among the benefits are the 
savings of shipping by waterway instead of by rail, highway, or pipeline. The 
task force would not eliminate these from consideration. Rather, it would 
include these savings, not as benefits, but as a cost or disadvantage of the pro- 
posed improvement. In other words, wherever waterway movement would 
be more economical than movement by an alternative medium, the task force 
would regard this as a disadvantage of the waterway. 

The task force achieves this astonishing result by favoring the inclusion in 
the costs of a proposed improvement the hypothetical revenue losses of com- 
peting modes of transportation. Suppose, for example, a waterway project 
has prospects of carrying 10 million ton-miles of traffic at six-tenth of a cent 
per ton-mile, as opposed to a rail cost of 1 cent. The calculation of this saving 
would ordinarily be as follows: 


Taste [X.—Hypothetical annual saving—waterway as opposed to rail 


Rail cost (10 million ton-miles @ $0.010)_-.----___-_____ at ach $100, 000 
Waterway cost (10 million ton-miles @ $0.006) 


Annual saving of waterway movement 40, 000 


But the task force would not consider this calculation finished. It would de- 
duct from this saving the loss in revenue to the railroad. The task force would 


introduce this somewhat as follows: 
TABLE X.—Disadvantage of annual waterway saving 


Annual saving of waterway movement (as calculated above) 
Less loss of revenue to railroads (10 million ton-miles @ $0.010) 100, 000 


Annual disadvantage of waterway saving 60, 000 


In brief, no matter what the data may be in a particular instance, the move- 
ment of traffic by water which overwise might have moved by rail, highway, 
or pipeline would always be considered by the task force a net disadvantage 
of the waterway. Inasmuch as most waterway improvements hold some promise 
of carrying traffic which might otherwise have moved by other media, the 
effect of this view would be to reject in advance most such improvements. 

The task force has scattered the relevant observations in widely separated 
portions of its report. On page 923 of volume II the following statement appears: 

“Under the present system when a Federal waterway project is constructed, 
it adds to the already existing transportation facilities and its cost becomes 
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an added burden that has to be borne by the traffic. If it is a more economical 
medium than has been available previously, it may actually promote new com- 
merce. To that extent its contribution may be considered a net benefit. But 
to the extent that it displaces present facilities in the carriage of traffic already 
flowing, it is inflicting a loss on existing carriers.” [Emphasis supplied,] 

But, on page 18 of valume I, the task force is even more specific : 

“The Tusk Group on Improvements to Navigation has cited repeated examples 
of failures to include certain indirect costs, such as dumages to competing trans- 
portation systems which, if included, would further upset the benefit-cost cal- 
culations. The Corps of Engineers was not the only offender in this field.” 
[Emphasis supplied. ] 

These two excerpts carry into specific application the general philosophy 
of the task force expressed on page 910 of volume II as follows: 

“The advantages of modern water transportation at present lie almost wholly 
in its adaptability to bulk fuels and raw materials of low unit value that must 
move at low cost to move at all.” [Emphasis supplied.] 

Thus, the task force is driven by its own prejudicial views to the extreme 
position of saying that the inland waterways cannot economically carry any 
traffic which in their absence might have moved by any other medium and, 
further, that the benefit-cost ratios on future waterway improvements should 
be so devised as to penalize any economy they represent over competing media. 

Nowhere in its report does the task force propose that revenue of other media 
which is increased by waterway transportation should be written into the benefits 
of proposed improvements. Waterway movements in many instances represent 
an interchange with rail and highway movements and, by their very low cost, they 
increase this traffic and expand the revenues of the other media. This is true, for 
example, of shipments of coal, grain, and automobiles. Furthermore, by stimu- 
lating indutrial growth, the waterways expand the whole mass of commodity 
movements by rail, highway, and pipeline. For example, in the Pittsburgh dis- 
trict, coking coa) for the iron and steel industry is commonly moved to the plants 
by river barge. The low cost of this movement has been an important factor in 
the growth of the Pittsburgh steel industry. 

The resulting large volume of rail and highway traffic serving the Pittsburgh 
district is, in significant measure, an indirect result of low-cost waterway move- 
ment, The task force disregards this picture entirely and concentrates only 
on traffic presumably lost to other media. The task force appears more intent 
on enlarging the picture of waterway costs than on recognizing waterway benefits. 
It is in the context of this bias that the user charge proposal should be received. 


BE. The task force favors the view that waterway costs should be counted twice, 
but benefits only once in the benefits-cost calculations of the Corps of 
Engineers 

In drawing up the prospective dollar benefits of a waterway project, the Corps 
of Engineers normally includes the expected savings to shippers. One element 
of these savings is the lower level of charges on traffic which may be expected 
to move by waterway, as opposed to rail, highway, or pipeline. The resulting 
savings, so calculated, along with other anticipated benefits are then weighed 
against the prospective dollar costs to the Government of providing, maintaining, 
and operating the waterway improvement. Benefits are weighed against costs 
in the familiar benefits-cost ratio. For example, a benefits-cost ratio of 3.7 would 
mean that the annual benefits of the project would be 3.7 times the annual costs 
to.the Government, including capital amortization and interest. 

The task force would apparently favor the refinement of this calculation by 
first deducting the costs from the benefits before comparing the results with the 
costs. They would like a ratio of benefits-minus-costs to costs. This is like 
comparing the speed of an airplane to the speed of a passenger train. If the 
airplane goes 300 miles per hour and the train 100, it would appear that the 
airplane goes 3 times as fast as the train. The task force would correct us on 
this one. They would insist that we forgot first to deduct the speed of the train 
from the airplane’s speed. This way they would make the 300-mile-an-hour 
airplane appear to go only twice as fast as the 100-mile-an-hour train. Likewise, 
they would prefer that from our benefits-cost ratio of 3.7 we would deduct 1.0 
for the costs, to derive a final ratio of 2.7. This would be a ratio of benefits- 
minus-costs to costs, 

This innovation in project economics appears on pages 874 and 875 of volume 2. 
The task force is here enumerating criticisms of the benefits-cost ealculations of 
the Corps of Engineers. They proceed as follows: 
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“Computation of savings in transportation costs as justification of a naviga- 
tion project.—These costs are evaluated by a comparison between the cost of 
handling the freight adapted to movement over the proposed improvement and 
the cost of handling the same freight by the most economical alternative modes 
of carriage available to the shippers. * * * The rates assumed for the prospective 
water carriers are built up from estimated barge line service costs under the 
assumed operating conditions. They do not cover charges for the waterway 
itself, since water carriers do not have to pay for providing, maintaining, or 
operating the waterway.” 

This statement is offered by the task force, not as an innocent side comment, 
but as a pointed criticism of the benefits-cost calculation along. with other criti- 
cisms such as overoptimism of the corps as to prospective traffic and the like. 
The only conceivable relevance of this comment is as a recommendation that 
costs be counted twice. 


F. The tawvk force apparently believes that competitive reductions in railroad 
rates reduce railroad costs 

In preparing a benefits-cost ratio on a waterway project, it is the function 
of the Corps of Engineers to determine the differential costs to the public of 
waterway transportation as opposed to competing media. Only in this way 
can the expenditure of public funds be justified. The public costs of rail trans- 
portation, for example, consist of the natural resources, capital equipment, and 
manpower devoted to this type of movement, converted to the dollar costs of 
these factors on a ton-mile basis. As the best available measure of railroad 
costs on water-adapted traffic the corps frequently uses existing railway rates. 
Indeed, the general level of rail rates on all commodities combined, is rather 
close to total rail costs. 

But, after a waterway improvement has been completed, the railroads com- 
monly reduce their rates on competitive traffic to below-cost levels. This is a 
long-standing practice permitted by the policy of the Interstate Commerce 
Commission that a below-cost rail rate which covers variable costs is adequately 
remunerative. But it is still below cost. The task force appears not to know 
this. 

On page 875 of volume 2, the task force criticizes the Corps of Engineers 
for being too optimistic on prospective waterway benefits. With respect to the 
use of rail rates the statement proceeds: “Here again estimates are prone to 
be exaggerated because rate differentials counted upon to divert traffic to the 
waterway are almost certain to be reduced, if not wiped out, by competitive 
rate cutting.” 

A few lines below this comment, on the same page, the task force adds: “It 
is notorious that railroads reduce rates on water-adapted freight where con- 
fronted with water competition. The only certain fact about comparisons be- 
tween present rail rates and future water rates as a measure of benefits is that 
the relationship will be immediately and drastically upset as soon as the water- 
way is in operation.” 

What the task force fails to recognize is that it is not really railroad rates 
but railroad costs which determine a valid benefit-cost ratio. Because it is cost 
which is important to the calculation, the circumstance that the railroads 
subsequently cut the rates is irrelevant. Before the waterway is opened, rail 
rates are high and a reasonable indicator of rail costs. After it is opened, 
rail rates are low. But, rail costs remain what they were initially, and as a 
measure of rail costs, the initial rates are as good as ever. In its criticism, 
the task force appears to have been entirely unaware of the meaning of differ- 
ential costs in the evaluation of waterway projects. 

The task force appears, further, to have been unaware of the subsidized 
character of rail movements at below-cost rates. Water-compelled rate reduc- 
tions by the railroads are made at the expense of noncompetitive traffic. Ob- 
viously, a railroad could not survive indefinitely carrying commodities at less 
than cost unless it were recovering the deficiency from some source. The source 
of recovery is normally the land-bound traffic not competitive with waterways 
or with other media. 

As an example of the subsidized traffic the task force overlooks, the following 
are important commodity groups highly competitive with waterway movements. 
The failure of these rail movements to cover fully distributed costs is very 
marked: 
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TABLE XI.—Rail competition with waterways subsidized by rail rate 
discrimination 


{Rail carload freight revenue on commodities competitive with waterway movement as a 
percentage of fully distributed cost, 1948] 
Percentage of 
c aA : P rail revenue 
Representative commodities competitive with waterway movement: to rail cost 


Bituminous coal 


Gravel and sand 
ROU SN cs ea I a angle banshee 
Source: Interstate Commerce Commission, Bureau of Accounts and Cost Finding, 

Distribution of the Rail Revenue Contribution by Commodity Groups, 1948 (Washington, 
1950), pp. 28-32. 
It should be noted, of course, that these percentages represent the national aver- 
age and that movements of some of these commodities in some parts of the 
country yield much higher percentages of cost than shown here. Yet, in the over- 
all nationwide picture, here is traffic which in a year of full prosperity failed 
to cover costs and which represents a continuing form of subsidized competition 
with which waterway carriers have to contend. The rail losses on such traffic 
are made up by rail rates on noncompetitive traffie which greatly exceed costs. 
The following are representative of rail commodity movements so burdened : 


TABLE XII.—Representative commodities burdened to subsidize cut-rate rail 
movements 


[Rail carload freight revenue as a perecntage - fully distributed cost, selected commodities, 
1948] 


Percentage of 
rail revenue 


Farm products: to rail cost 
1 ‘) 


) 4 119 
Tobacco, 145 
Butter 134 

158 
Cottonseed . 126 
Manufactured products: 
Be Nish ns ths angela te alas aia ees) Sb ahs dad saivdy aiocnbbniewel pai aie git a tettasaialh tate mapaolahcodi 151 
Passenger automobiles _.._._-_-___-_--__- sci eaaliies me epighen ed esicinsaltakc ahactdta ec 169 
124 
148 
207 
Source: Interstate Commerce Commission, Bureau of Accounts and Cost Finding, 
Distribution of the Rail Revenue, Contribution by Commodity Groups, 1948 (Washington, 
1950), pp. 28-32. 
Nor is discrimination in railroad rates confined to that between commodities. 
One particular commodity may be moved at an extremely low rate where the rail 
line parallels a waterway and the same commodity loaded with an excessive 
rate over a noncompetitive route. For example, over a route which is not com- 
petitive with water movement the railroads proposed to charge $2.945 per net 
ton for a distance of 163 miles, from the southern Dlinois coal area. Simul- 
taneously, the railroads proposed to carry coal to Chicago over a route competi- 
tive with the Illinois Waterway, an additional distance of 260 miles for only 
2.68. Thus a commodity is taxed on a landbound movement to subsidize an- 
other movement of the same commodity in competition with a waterway. 
Through rate discrimination, the railroads operate a private taxing and sub- 
sidy system. The high-rate movements, in effect, carry an excise tax collected 
by the railroad treasuries to finance the below-cost movements. This is the 
essential context of the water-compelled rate cutting to which the task force 
refers. The task force exhibits no awareness whatever of its significance and 
merely remarks upon it in passing as evidence of the alleged overoptimism of 
the Corps of Engineers. 
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G. The task force would inflate waterway costs by the amounts of supposed taw 
losses to local and State governments but would omit from waterway benefits 
the gains in taw revenues. 

Waterway development has proven a major source of increased tax revenues 
for State and local governments through its stimulating effect on industrial and 
community growth. The Ohio River and the Kanawha River are the economic 
foundation of huge chemical industries which could not have grown on an equal 
scale at other locations. The river transport of coal and petroleum provides 
low-cost electric power which is communicated to the entire industrial economy 
of the region, greatly expanding the tax base. Such illustrations could be 
multiplied indefinitely. 

The importance of tax gains to local communities is almost universally recog- 
nized by local and State governments. Indeed, the task force expresses the 
keenest dissatisfaction with the constant promotion of waterway improvements 
by local officials. But, they recognize the desire of the localities for waterway 
improvements only where this desire can be argued as a reason for user charges. 
Where they wish to present the individual locality as the victim of supposed tax 
losses induced by the waterways, they forget this evidence. 

On page 919 of volume 2, this prejudice is revealed as follows: “Tax revenues 
are lost to States, counties, and municipalities by substitution of tax-free water- 
ways for taxable routes. * * * It is believed that these elements of cost are 
substantial and that their inclusion in the economic analysis would often result 
in unfavorable benefit-cost ratios for projects that might otherwise be recom- 
mended as justified.” 

Thus the task force draws in the question of local taxes where it would “re- 
sult in unfavorable benefit-cost ratios” for waterway projects, neglects local 
taxes where they would make the ratios more favorable, enlarges on the en- 
thusiasm of local officials for waterway improvements where it can be used as an 
argument for user charges, and neglects this local enthusiasm where it would 
disqualify their point on taxes. Their reference to facts is highly selective and 
regularly prejudicial to the waterways. 


H. The bias of the task force is betrayed in a misquotation of President Eisen- 
however on the subject of user charges 


The task force report incorporates an almost inexcusable error in a purported 
quotation of President Eisenhower on page 221. Their statement reads: 

“Most recently, President Eisenhower in his budget message on January 17, 
1955, said: 

“‘* * * T firmly believe that as large a proportion as possible of the expendi- 
tures of the Government should be borne by those directly benefiting therefrom. 
The user charge principle should be further extended. The basic principle un- 
derlying budget recommendations for programs in the field of transportation, 
housing, and business is that the national interest is best served by privately 
owned and operated industry, which is assisted by a minimum of Federal funds 
and Federal basic facilities operated at the lowest feasible cost and financed 
were possible, by charges levied on the users of the services.’ ” 

This is not a true quotation at all, but two quotations. which were very remote 
from each other in the budget message. They are spliced together in such a way 
as to make it appear that in his first reference to the “user charge principle” the 
President referred immediately thereafter to the “field of transportation” as 
the first thing that came to his mind. Actually he did not refer to the field of 
transportation at all at this point. He was talking about the postal service. The 
two quotations, correctly presented, are as follows: 

“TI firmly believe that as large a proportion as possible of the expenditures of 
the Government should be borne by those directly benefiting therefrom. The user 
charge principle should be further extended. I have recommended to the Con- 
gress that postal rates be increased to make the postal system self-supporting in 
the near future.” 

This conclusively terminates reference to the “user charge principle” in this 
portion of the message. 

Later on in the message, after many other subjects totally unrelated to this 
have been discussed in very extensive passages of thousands of words, the 
following comment appears: 

“The basic principle underlying budget recommendations for programs in the 
field of transportation, housing, and business is that the national interest is best 
served by privately owned and operated industry, which is assisted by a minimum 
of Federal furds and Federal basic facilities operated at the lowest feasible cost 
and financed, where possible, by charges levied on the users of the service.” 
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Thus, in the second comment, the President was placing emphasis on “pri- 
vately owned and operated industry.” In its context in this portion of the 
report, the quotation would fit most aptly such matters as the President’s posi- 
tion on the Dixon-Yates issue, the disposal by the Government of certain manu- 
facturing operations which it had previously been conducting, a lesser emphasis 
on Government housing in place of financial assistance to private construction, 
and the like. 

In this second quotation, the expression, “charges levied on the users,” is intro- 
duced in a highly subsidiary position and refers just as pointedly to housing and 
business in general as to transportation. It applies to rental rates on public 
housing or to the prices charged for census reports just as readily as to a hundred 
other Government services, of which waterway maintenance is only one. Indeed, 
for a task force on water resources and power, even this limited reference to 
“charges levied on the users” would apply at least as pointedly to electric power 
rates of the TVA, to irrigation charges, or to conservation and flood-control pro- 
grams as to navigation facilities. It is difficult to understand why a task force 
with its particular mission on water resources and power would so adjust these 
two quotations as to make them appear to refer to only one of many possibilities, 
and that one in the field of transportation. 

It is obviously an editorial error, unfortunately in accord with the bias against 
inland waterway navigation elsewhere expressed in the report. 


I. The continued preoccupation of the Commission and of the task force with the 
alleged “subsidy” of waterway transportation accompaines a persistent 
indifference to the record of railroad subsidies 


Adopting the standard railroad line, the task force and the Commission brand 
the Federal navigdtion program as “special privilege” and “subsidy.” This theme 
is played with infinite repetition and variation throughout the task force report. 
In fairness, it is believed appropriate to present the facts as to the subsidies to 
the railroads. This matter is discussed in the report of the President’s Water 
Resources Policy Commission (p. 212) as follows: 

“The railroads themselves are the beneficiaries of substantial Government 
subsidization and protection. This is true not only of their original grants and 
loans, but of numerous later benefits, both general and special. Our regulatory 
laws sustain railroad rate levels and income; they are granted such specific 
benefits as RFC loans at less than commercial rates; they wrote off several 
billion dollars of new investment in railroad property during World War II 
by charging accelerated depreciation to operating expense; they receive exten- 
sive protection of their properties as a result of the Federal flood-control 
program. 

“The question of whether a water carrier operating on a river should receive 
benefits from Government expenditures for a navigable channel is related to 
the question of whether a railroad running along the river bank should receive 
benefits from Government expenditures for flood protection, with or without 
reimbursement. On the whole, it appears that the argument for inland water- 
way tolls as a measure of protection to the railroads cannot be altogether 
sustained.” 

Total subsidies of all forms to the railroads were estimated by the Federal 
Coordinator of Transportation, in 1940, at $1,282 million. State aid, alone, 
amounted to $220 million. 

The Federal Government, likewise, subsidized railroads in many ways such 
as the remission of duties on railway iron, the right to use mineral construction 
materials gratis, and making of loans. The subsidization of railroads was thus 
an all-out policy on all fronts. 

The public assistance to particular railroads constituted a major contribution 
to their capital. A conspicuous example is the case of the Northern Pacific 
Railroad. The Federal Government donated land to this railroad which was 
sold for 194 percent of the cost of the road. The Federal Government donated 
41 million acres. Again the scales receipts from the Illinois Central land grant 
were six-sevenths of the first cost of the road. 

Land grants alone constituted the gift of an empire by the American people 
to the railroad companies. The total acreage patented to railroad companies 
under Federal land grants exceeded 130 million acres. This is equivalent of an 
empire equal in size to the combined States of Michigan, Wisconsin, Illinois, 
Indiana, and nearly half of Ohio. 

There are two prevalent illusions about railroad subsidies which the task 
force, in spite of its preoccupation with the subject, makes no effort to dispel. 
Railroad subsidies were made during the 19th century when the dollar had a 
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very high purchasing power, and the railroads used their subsidies to make 
purchases at that time. By contrast, the larger portion of expenditures on 
waterways has been made during the 20th century during and arter the infla- 
tions of World Wars I and II. Susidies gifts, and aids of all forms to railroad 
largely preceded the termination of land grants in 1871. They amounted to 
about $1,282 million. For that year, the index of wholesale prices of the Bureau 
of Labor Statistics is reported at 82.8 on a 1926 base. Taking as representa- 
tive dates of waterway expenditures 1925 and 1950, the same price index stands 
at 103.5 for the former date and 161.5 for the latter. On this basis, the gifts, 
grants, and subsidies to railroads may be stated as follows: 


TABLE XIII.—Aggregate railroad subsidies 


In actual dollars preceding 1871 $1, 282, 000, 000 
ce  eieuintinaiacceiaewe teeta 1, 602, 000, 000 
Fi se idee ese eth ations ceed Bb nalteeebeaeel 2, 500, 000, 000 


By 1954, the level of prices had gone up another 7 percent above the level of 
1950. The railroad subsidies stated at the level of 1950 dollars at $2.5 billion 
are a more appropriate figure with which to compare the $2.51 billion expended on 
the waterways to 1955. The question as to which of the two media has been 
the more subsidized remains more open than the task foree would like to believe. 

The other illusion is that the railroads have repaid their subsidies by the 
land-grant rates allowed the Federal Government. Much of the railroad sub- 
sidies were gifts of State and local governments, and, of course, rate reductions 
made to the Federal Government have done nothing to repay these gifts. But, 
even assuming that rate privileges granted the Federal Government may be 
counted as a repayment of the railroad debt to American society, much of the 
debt remains unpaid. 

Most of the rate allowances were realized by the Federal Government after 
1941 in the large internal commodity movements of World War II. Thus, the 
railroads repaid in cheap dollars what they had been given over 70 years previ- 
ously in high-value dollars. Furthermore, the railroads enjoyed the use of these 
funds for over 70 years without payment of interest. During this period of 
nearly three generations railroads have paid some very high rates for capital 
funds. But, not to overburden them with their remaining debt to the public, a 
modest rate of only 3 percent may be taken as an example. At the rate of 3 
percent, compounded annually, a principal sum doubles every 23 years. The 
original gifts of public money of $1,282 million at this low rate thus incurre? 
an interest debt to the American public over the 70-year period of $8,867 million. 
This remains unpaid and, indeed, unacknowledg2d. 

While railroad spokesmen frequently refer to the alleged repayment through 
land-grant rates, they do not ordinarily mention accumulated interest. Yet no 
railroad financial executive would seriously discuss a 70-year loan without 
mentioning interest, except in public. 


CONCLUSION 


Considered as a whole, the reports of the Commission and its Task Force on 
Water Resources and Power insofar as they relate to user charges must stand 
condemned for utter lack of the objectivity and fairness to be expected of a 
supposedly impartial body of experts. Far from being a judicious and impar- 
tial study of this complex problem, the arguments adduced in support of user 
eharges exude the bias and prejudice of propaganda, employing all the cheap 
tricks of distortion, concealment, and innuendo typical of zealots and fanaties 
on both sides of the Iron Curtain. They are unworthy of the serious attention 
of the Congress of the United States, 


SUMMARY 


The Report on Water Resources and Power of the Commission on Organiza- 
tion of the Executive Branch of the Government and the accompanying reports 
of the task force with respect to navigation include recommendations for the 
adoption of user charges on the waterways and harbors. These recommenda- 
tions and their supporting commentary are deficient in fundamental respects. 
User charges would raise grave legal and moral problems and would generate 
economic dislocations of great cost and complexity. The reports of the Com- 
mission and the task force ignore these problems and offer no approach to their 
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solution. By virtue of this defect, the reports fail completely to advance any 
ease for user charges. 

Discrepancies between the recommendation of the Commission and that of the 
task force, in addition to ambiguities in both, make it difficult to appraise their 
exact intent with respect to user charges on the waterways. User charges on 
some classes of ports, such as the inland waterways excluding the Great Lakes, 
and not on others, would appear contrary to the ports preference clause of the 
Constitution, while user charges applied to all ports would raise complex 
problems under international treaty obligations. 

The Commission’s recommendation is suspect in its total disregard of the 
complexities of user charge determination, ignoring the questions of regional, 
local, and system variations in costs and in traffic density and such special 
problems as the developmental period of new routes and facilities. The recom- 
mendations make no allowance for the expenditures on waterways in pursuit 
of broad public policy such as the national defense or maintenance of high 
employment, nor of the inequities of assessing charges against particular users 
to cover expenditures for these public purposes. Furthermore, the user charge 
recommendation is made out of the context of the problems of the national 
transportation policy and without regard for the cost structure and rate policies 
of competing transportation media. 

The recommendation that the Interstate Commerce Commission fix user 
charges on particular routes and traffic would place in an administrative body 
the power to direct the action of Congress on proposed waterway continuations 
and improvements by determining in advance the economic terms and framework 
of such proposals. 

User charges on the waterways would violate the interstate compact of the 
Northwest Ordinance of 1787 under which the free waterways policy was estab- 
lished, not merely as legislation, but as a compcct between the States. Various 
treaties with foreign governments would also be violated. The Commission and 
the task force are distorting history and current fact in their reinterpretation of 
the policy of “free” waterways and in their citations of early canal tolls and of 
present international waterways as precedents for user charges. 

The reports offer no indication of the heavy impact of tolls on the national 
economy. Tolls on the Ohio River and its tributaries would frequently exceed 
25 percent of total navigation cost and would cause serious industrial disloca- 
tion. Furthermore, tolls would constitute barriers to interregional and to inter- 
state commerce in manufactured goods as well as in products of mines and of 
agriculture. The direct impact of user charges would bear heavily upon the 
public through the effect on electric power rates, on farm electrification, on the 
development of atomic energy, and on the fuel supplies of basic industries of the 
region. 

Contrary to the Commission’s view that the waterways serve only a limited 
few, the benefits of low-cost transportation are so widely diffused that the loca- 
tion of American cities and the concentrations of population are largely de- 
termined by access to waterway transportation. Far from being a burden on 
the taxpayer, the waterways, by providins cheap transportation, are an essential 
part of the income-producing structure vf the Nation, and thereby of the tax 
base. Therefore, they yield the public more in income than they cost in taxes. In 
the Ohio Valley communities, traffic on the rivers and incomes from the indus- 
tries built on river commerce have gone up much more than Government ex- 
penditures on the navigation system, an indication of the high yield on this form 
of public investment. 

The Presidents of the United States, from Washington to Eisenhower, have 
given overwhelming recognition to the broad public benefits of the free water- 
ways system. In fact, if the beneficiaries were confined to the “restricted” groups 
as stated by the task force, it could only be concluded that in its historic free 
waterway policy the Congress has been acting illegally since 1824. 

There are numerous evidences of prejudice, bias, and factual distortion in the 
reports of the Commission and the task force. These include such statements 
as that waterway traffic has recently shifted to heavy bulk commodities, that 
“the public has but a secondary service,” that alleged State and local tax losses 
incident to waterway improvements should be charged against such projects 
without mention of the far greater tax gains. The views expressed as to the 
ratio of benefits of waterway projects to costs are highly prejudicial and un- 
realistic. The report misquotes President Eisenhower to establish prejudice 
for tolls, and it gives a one-sided treatment to the subject of subsidies. 

As a whole, the reports are conspicuously lacking in cbjectivity and fairness. 
By misrepresentation and disregard of historical fact and evidence, by blandly 
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ignoring major considerations bearing upon the question, and by distortions 
of judgment these reports fail to establish any case in favor of user charges on 
either the waterways or the harbors of the United States. 


APPENDIX A 


SEPARATE STATEMENT OF COMMISSIONERS BROWNELL AND FLEMMING 


Recommendation No. 8.—The whole problem of user charges on inland water- 
ways should be related to total national transportation policy, and segments of 


the overall problem should not be dealt with without regard to other segments 
(vol. 2, Commission Report, p. 6). 


SEPARATE STATEMENT OF COMMISSIONER F'ARLEY 


With our rapidly increasing population and expanding industries, we are be- 
coming daily more aware of the importance to our entire economic structure of 
the proper conservation and utilization of water. In the interests of our na- 
tional strength and security we cannot let any part of the Nation suffer through 

aulty or inadequate water resources development where Federal action can 
bolster local inadequacies and develop a sound solution. 

The Congress should look long and carefully at any implementation of these 
recommendations which would unduly and unwisely restrict the Federal Govy- 
ernment’s activities in harnessing and controlling the rivers of this country (vol. 
2, Commission Report, p. 8). 


DISSENT AND SEPARATE STATEMENT OF COMMISSIONER HOLIFIELD 


WATERWAY FACTS DISTORTED 


The navigation recommendations of the Commission, made pursuant to task 
group and task force findings and recommendations, can be used as one jaw of 
pincers to put many waterways out of business regardless of basic soundness. 

The Commission recommends the imposition of user charges on the waterways, 
to cover cost of maintenance and operation. 

Simultaneously, the President’s Advisory Committee on Transport Policy and 
Organization has proposed that the Interstate Commerce Commission’s authority 
to set rates of carriers under its jurisdiction be abridged and limited to pre- 
scribing minimum and maximum rates which may be charged. 

The effect of this Advisory Committee recommendation could be to let the 
railroads reduce rates for hauls paralleling waterways to their bare, out-of- 
pocket cost. 

If the Advisory Committee recommendations are made effective, and this 
Commission’s recommendation imposing fixed user charges for navigation is 
put into effect at the same time, the pincer on waterways will be ready to 
squeeze. Waterway rates will be forced up at the same time competitors are 
freed to establish, at their own discretion, discriminatory low rates based on 
much less than real cost of operation, to meet and destroy competitors, 

In addition to recommending user charges on waterways, thetask force rec- 
ommends an automatic procedure for initiating the abandonment of waterways 
which fail to meet maintenance and operating costs through user charges in a 
5-year period. While omitting a specific abandonment procedure in its own 
recommendations, the Commission makes it clear that abandonments are an 
objective of the user charges; that they will “* * * demonstrate which water- 
ways have now become an obsolete service and thus indicate those where the 
cost of maintenance and operations could be eliminated.” 

The combination of task force, Commission, and Transport Committee rec- 
ommendations would create a situation in which competing carriers could cut 
rates on runs paralleling waterways far below cost, force normally economic and 
justifiable waterways into deficit operations for a temporary period and set 
abandonment machinery in motion. 

In contrast to the potential damage to water transportation which might 
result from dissimilar treatment of carriers under our present Commission's rec- 
ommendation, the President’s Water Resources Policy Commission of 1950 made 
this recommendation as to user charges: 

Decisions as to user charges, or tolls, for water courses, should be worked 
out as a part of the whole problem of reconciling and making workable a co- 
ordinated transportation system. But with rates for all forms of transportation 
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based on full costs, an interconnected system of modern waterways, coordinated 
with land transportation, should be able to sustain itself with tolls based on 
full costs and yield returns on the public investment, while contributing to most 
economic use of the Nation’s resources. 

The 1950 recommendations recognize the possibility of discriminatory rates 
being used to discredit and destroy waterways of real economic value to the 
Nation. They propose a solution—working out user charges for navigation 
as a part of the whole transport problem with all forms of transportation 
charging rates based on full cost—which makes more sense to me than the 
premature recommendation our Commission has made, and also holds the pos- 
sibility of greater eventual return to the Treasury. 

Waterway projects which are clearly inadequately used and uneconomic 
should be abandoned. The decision to abandon should, however, take into con- 
sideration the disruptions which it may cause to industries, communities, and 
citizens. There are doubtless some cases where a waterway, while not carrying 
enough total traffic to pay its way, is nonetheless essential to the existence of 
one or more going industries along its course, upon which communities and many 
citizens are dependent in turn. Where such disruptions are threatened, the 
Government should participate in making necessary adjustments to avert damage. 

There may be uneconomic waterways which would become economic with 
needed regional development, or the stimulation of mining, forestry, agriculture, 
or other industrial activity in the area desirable in connection with Federal 
defense, decentralization, or agricultural adjustment programs. 

Abandonments should not be automatic, but only following thorough explo- 
ration of consequences and alternatives. 

Many standard railroad arguments find their way into the task group and 
task force reports. Questionable statements and assumptions too often parade 
as indisputable facts. 

For example, in an apparent effort to minimize navigation benefits to the 
country, the task group report indicates that waterway advantage extends “i 
the main” only 100 miles from the waterway (vol. 2, p. 911). 

I am advised that the Mississippi River system is used at a savings by ship- 
pers of grain and other commodities over a belt extending westward 500 miles 
or more to the Rocky Mountains; the Great Lakes result in savings to grain 
growers in Montana; the Ohio and Tennessee River systems are used at a sav- 
ings by farmers and other shippers over a belt extending from just south of Lake 
Erie almost to the South Atlantic and the guif; the intercoastal canal extends 
savings inland into Texas and Oklahoma several hundred miles. There are few 
areas in the United States which do not benefit from waterways except parts 
of the intermountain area and some districts prevented by unfavorable rail rates 
from using the waterways. 

A study of origin of water cargo and of nationwide consumer benefit in product 
prices from low navigation rates was not made by the task group. 

To cite another example of how “facts” emerge, I refer to the task group 
discussion of alleged disadvantages of waterways to some communities. 

The task group reports “several examples of actual or potential damage 
claimed” by localities in protests against navigation works (vol. 2, p. 924). 
Uninvestigated claims are not necessarily factual. But the task force uses these 
uninvestigated claims to move forward on its own and assert : 

“These disruptions are usually accompanied by similar effects on the leading 
basic industries of the rival localities involved.” 

Those “claims” were transformed into actual, unqualified “disruptions” in the 
task group’s easy method of establishing the factual basis for its reeommenda- 
tions. 

The task group even tries its hand at rewriting history. Under the caption 
of National Transportation Policy (vol. 2, p. 941), it refers to the Northwest 
Ordinance of 1787 which contains the historic declaration that certain navigable 
waters sha!l be kept forever free. 

Since the word “free” does not comport very well with the argument for user 
charges, the task group ventures the observation “that ‘free’ in this context 
means that no individual or group will be permitted to obtain a monopoly of 
navigation on these waters” (vol. 2, p. 941). 

Article 4 of the Northwest Ordinance expressly contains the condition that 
the navigable waters in question “shall be common highways, and forever free 
* * * without any tax, impost, or duty therefor.” 

This language (not quoted by the task force) seems plain enough without 
requiring the special interpretation placed upon it by the task group. National 
policy can be changed, if necessary, without the need for rewriting history (vol. 
2, Commission Report, pp. 51-56). 
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APPENDIx B 
ExceretT FROM A WATER POLICY FOR THE AMERICAN PEOPLE 


TRANSPORATION POLICY CONSIDERATIONS 


There are, in fact, a number of considerations other than economics which 
must be recognized in determining financial policy. Among these are such 
objectives as the promotion of new industries, the development of regions and 
resources, the provision of useful public works projects to combat depression, 
the development of uniform standards, and provision for the national defense. 

The problem, therefore, is one of weighing the arguments for the use of 
general funds with those favoring user charges, and of determining, in the light 
of Federal objectives, the extent to which general fund support may be necessary. 
The current trend toward greatly increased Federal expenditures in this field 
calls for close examination of this question in an effort to achieve as nearly as 
possible a considered program of transportation development. 

The argument that tolls should be charged on inland waterway commerce, as a 
means of imposing on water transportation and each other type of trausporta- 
tion its full economic cost, has little practical significance at present, unless 
our freight rate and regulatory policies make it possible to relate freight rates 
of the different modes of transportation to their costs. The dominating railroad 
rate structure is based not on cost but on furnishing sufficient revenues at rates 
which the traffic will bear. Rates on traffic which the railroads consider com- 
petitive with water carriers are much lower than full-cost levels. It is recog- 
nized that regulation of intercarrier practices is complicated by the rivalries of 
enterprise, often aggravated by efforts of shippers to obtain the lowest: possible 
rates. However, rates should be based on costs and none should be allowed to 
gravitate to a nonprofit level because of competition. The need in this connec- 
tion for a revamping of the regulatory and promotional policies is discussed 
later. 

As long as present conditions exist, there can be no economic distribution of 
traffic between the railways and waterways on the basis of their costs, whether 
waterway tolls are charged or not. The exaction of tolls on waterway commerce 
under existing regulatory policies would simply raise the costs and rate levels 
of water carriers and would leave in the hands of the railroads the power to cut 
their rates to subnormal or below-cost levels, thus impairing or destroying water- 
way commerce, and to offset their losses on the water-competitive traffic by 
increasing the levels of other rail rates. There can be no sound distribution 
of traffic on the basis of economic cost of each type of carrier until our rate 
and regulatory policies are revised to insure the charging of rates by each type 
of carrier based on its costs. Until that time a sound economic basis is lacking 
for exacting tolls on water commerce. 

The national transportation policy, as defined in the Transportation Act of 
1940, calls for regulation of a!l modes of transportation “to recognize and pre- 
serve the inherent advantages of each.’ When measures are taken to make 
this policy effective by affording full opportunity for the operation and employ- 
ment of transportation service on the waterways, railways, and highways, in such 
form or combination as the user may elect and at rates reflecting in each case 
the true economic cost, there is every reason to expect that water commerce, 
along with highway, rail, and pipeline commerce, can readily bear its full share. 

It is generally agreed that if a policy of charging tolls were adopted, the 
charges should be hased on the mature use of the waterway, after the full volume 
of traffic which could reasonably be expected had developed. Exemptions should 
be granted to the extent necessary for the initial period of development. Tolls 
should not be imposed where the result would be to defeat the use of existing 
waterways and deprive the public of adequate return on the value of the invest- 
ment, either in direct dollar revenues or in stimulating the economic growth of 
the area. If any tolls were charged, they finally should be applied on all 
waterways. 

Data for the years 1940, 1946, and 1948 reveal the rapid decrease in the per 
ton-mile cost of Federal aid to water transportation as traffic increases. Thus 
a study by the staff of the Board of Investigation and Research, Public Aids 
to Domestic Transportation (H. Doc. No. 159, 79th Cong., 1st sess.), estimated 
that, for the year 1940, the public aid to domestic waterway transportation, 
expressed on an annual basis, was about $125 million. This amounted to an 
average aid to port commerce of 2.2 cents per ton, with a range at individual 
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harbors from less than one-half cent to more than $5 per ton. For the Great 
Lakes, the aid amounted to one-tenth of 1 mill perton-mile. For the principal 
rivers and canals, the range was from less than 1 cent to more than 2 cents per 
ton-mile on finished projects, with much higher costs on unfinished river programs 
where traffic had not developed. 

Table 2 on the following page, compiled in the Office of the Chief of Engineers, 
shows the great decrease in Federal costs per ton-mile on the rivers by 1946. 
The cost per ton-mile on the Great Lakes was still one-tenth mill; but, on the 
Mississippi River system, it had fallen to 2.6 mills; on the gulf coast canals and 
rivers to 1.2 mills; on the Pacific coast to 3.1 mills; and on the Atlantic coast 
to 4.3 mills. The 1948 costs, as shown in appendix 5, run generally lower thar 
1946 because of the increasing traffic in 1948; the average for the 15 prineipal 
inland waterways there listed was 1.7 mills, and for the Mississippi River 
system waterways, 1.8 mills. It is clear that unit costs are rapidly decreasing 
as the traffic more nearly approaches maturity. 

The answer to the question whether and when waterway tolls should be 
charged is, in the last analysis, one to be answered by Congress in terms of 
reimbursement policy. The answer must be based on consideration of both equity 
and the public objectives of water resources development. It must be borne in 
mind that a toll on transportation may be equivalent to a sales tax which is 
passed along and finally borne by consumers. In other words, it may be subject 
to the criticism that it reduces use of the facility which Congress has set up 
to stimulate business. 

The benefits which waterways confer on entire regions and the Nation, inelud- 
ing enhanced property values, benefits to trade and service, to the banker, the 
merchant, the professional man, and the community, as well as to the direct 
user, must not he overlooked in seeking the proper source for reimbursement 
of the cost burden. Few expenditures for waterway improvement are for 
navigation alone. If user charges for the transportation facilities are con 
sidered to be feasible and desirable, they should be based on the cost attributable 
to navigation after proper apportionment is made as between navigation and 
all other beneficial uses, including protection of property from flood and erosion, 
development of electric power, irrigation, domestic and industrial water supply, 
recreation, and conservation of fish and wildlife. 

The Commission therefore concludes that decision as to feasibility of user 
charges on water commerce cannot be made independently, but must be worked 
out as part of the whole problem of reconciling and making workable our inter- 
related transportation and water-use policies. If rates for all forms of trans- 
portation were based on full cost, including user charges for water carriers, it 
would be an aid to attaining the national transportation goal of allocation of 
traffic in accordance with the inherent advantage of each mode of transperta- 
tion. An interconnected system of modern waterways, coordinated with land 
transportation into a national transportation system, should be able, under a 
full-cost pricing system for all modes of transport, to sustain itself by user 
charges and yield large returns on the public investment in lower transportation 
costs, stimulating the most economic use of our resources, and contributing to 
the national wealth, security, and defense (A Water Policy for the American 
People, pp. 213—215). 

APPENDIX C 


The accompanying charts portray certain basic features of the recent history 
of transportation in the United States bearing ou the question of user charges. 

The sustained strong position of railroad trans vortation is represented by 
chart I. The chart represents the ton-miles of freight carried by each of the 
five primary media since 1939. With regard to the first of these media, rail- 
roads, the volume of freight traffic in 1953 amounted to 179 percent of the rail 
volume of 1939. During the entire postwar period since 1946, railroad freight 
volume has been well sustained and shows no tendency toward a long-run 
decline. The second and third media, intercity trucking and pipelines, are 
shown to have taken the lion’s share of the overall growth in intercity freight. 
The fourth medium, Great Lakes transportation, shows a growth of only 63 
percent since 1939, less than that of railroads. While the fifth, river and canal 
shipping, has grown greatly relative to the small levels of shipment by this 
medium in 1939, it remains at the present time the smallest of the five media 
in its share of total freight volume. 
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Chart II presents the share of the Ohio River in the total inland waterways 
picture. As between 1939 and 1953, the Ohio River just held its position at 
16.8 percent of the total waterway traffic in the former year and 16.6 percent 
in the latter. 

Charts III and IV reflect one of the most serious fallacies of the user charge 
idea. These charts relate outlays of the Federal Government on the Ohio 
River to the growing volume of river traffic. The tremendous value of the 
river navigation system as a military transportation reserve is shown in chart 
III by the fact that from 1939 to 1944 the traffic carried on the river more than 
doubled while Federal expenditures remained at depression levels. Further- 
more, the great increase in traffic following the war has been accommodated 
with a very limited increase in Government outlays. The expenditures of the 
Government on the Obio River since the war should be viewed in the light of 
the extreme inflation in prices and costs during that period. It becomes ob- 
vious that if these outlays were deflated and stated in terms of 1939 dollars, 
the Government was still spending at depression levels from 1946 through 1954 
on the navigation system of the Ohio River. In short, chart III presents the 
Ohio River system as a magnificent transportation bargain to the taxpayer. 

The fallacy of the user charge idea is even more completely revealed by 
chart 1V. Again, it should be borne in mind that the expenditures portrayed 
here have not been deflated to allow for the wartime and postwar inflations. 
The startling decline in outlays per ton-mile of traffic carried reflects primarily 
the great increase in traflic which has occurred over the years. It appears 
obvious that if user charges had been instituted at some earlier date, such as 
1930, they would have been at almost prohibitive levels, probably exceeding 4.0 
mills per ton-mile. Such a toll would have cut off foreover the development of 
the river as a navigation artery. But, under the free waterways policy, traffic 
has continued to grow to the point where Government outlays are now only 
some 0.6 to 0.8 mill per ton-mile. 

The usual conception of a “developmental period” would have stifled the 
develo}; ment of river navigation. Usually this period is considered to be some 
5 to 10 years. Yet, as shown by chart IV, it required from 1920 to 1941 to 
achieve the full traffic potentials of the present navigation system, a period of 
21 vears. The allowance of a “developmental period,” even on a 10-year basis, 
would have burdened the system with a prohibitive level of tolls and have 
terminated its growth at the levels of 25 years ago. 

The importance of the Ohio River in carrying a growing number of high-value 
commodities is shown in chart V. At one time coal, sand, and gravel represented 
the dominant tonnage. But, since the end of World War II, high-value com- 
modities such as chemicals, iron and steel, and oil and gasoline have taken 
over a major position in the traffic. Indeed, the growth in river traffic has been 
primarily an increment of these higher value classifications. 

The basic position of the Ohio River in the valley economy and its meaning to 
the taxpayer are indicated by chart VI. The Ohio River represents a much 
smaller portion of the taxpayer's bill than formerly. While Government outlays 
on the river system have increased to only 153 percent of the earlier level, the per 
capita income of the Nation has gone up to 211.8 percent. Thus, Government 
expenditures on the Ohio River are a declining portion of the income of the tax- 
payer. At the same time the income of the average resident of the Ohio Valley 
has gone up even more, namely, to 221.8 percent of the earlier level. The key 
position of river navigation in the valley economy is important to this improve- 
ment. Nor is this entirely a matter of the welfare of the valley people. Their 
improved incomes have converted the basin of the Ohio Oiver into a richer mar- 
ket for the products of other regions. Something of the growth of this market 
is further indicated by the increase in aggregate income of the valley commu- 
nity to 256.5 percent of the earlier level. Finally, chart VI depicts the great 
increase in ton-miles of freight carried on the river at 582 percent of the level of 
1929. This may be compared again with the growth in Government outlays of 
only 153 percent. 

To provide a conception of the broad community centered about the Ohio 
River, a map of the Ohio River Basin is appended. This map excludes the Ten- 
nessee Valley. So delimited, the Ohio River Basin consists of about 100 million 
acres or 163,000 square miles, of territory. Most of each of the following States 


1Data are as reported in the Report of the President’s Water Resources Policy Com- 
mission, vol. 2, 1950. 
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falls within its boundaries: Indiana, Kentucky, Ohio, and West Virginia. In 
addition, it encompasses portions of the followin States: Illinois, Maryland, New 
York, North Carolina, Pennsylvania, Tennessee, and Virginia. The population of 
the Ohio River Basin in 1950 was 17,330,000. By way of comparison, the entire 
Dominion of Canada had a population of only 13,845,000 in that year. Nine of the 
50 largest cities of the United States and 16 of the 140 metropolitan areas are 
located within the boundaries of the Ohio River Basin. Thus, the fortunes of a 
major continental commonwealth are involved in the development and use of 
the river and its tributaries. 
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STATEMENT OF WILLIAM J. HULL, CHAIRMAN, LEGISLATIVE COMMITTEE, OHIO 
VALLEY IMPROVEMENT ASSOCIATION, INC. 


Mr. Chairman and members of the special subcommittee, my name is William 
J. Hull. I reside in Ashland, Ky. I appear on behalf of the Ohio Valley Improve- 
ment Association. I was privileged to appear before you at Muscle Shoals, Ala., 
on November 2, 1955, on behalf of this association in opposition to recommenda- 
tion No. 8 of the Hoover Commission, in its report on water resources and power, 
favoring imposition of user charges on the inland rivers sufficient to cover oper- 
ating and maintenance costs. At that time I limited my comments to the two 
central propositions advanced by the Commission in support of its user charge 
proposal ; namely, (1) that there has been a recent “shift” in the nature of traffic 
on the waterways to bulk traffic, resulting in a “special privilege” to “large 
shippers of bulk commodities,’ and (2) that the establishment of tolls on the 
Panama Canal and the St. Lawrence seaway created binding precedents for user 
charges on the inland waterways. Your attention was invited to the fact that 
bulk traffic has comprised the vast majority of inland-waterways freight ever 
since the railroads captured the passenger traffic and high-grade freight before 
the turn of the century ; that the recent shift, if any, in the nature of traffic, has 
been to and not from commodities of higher value, and that in any event Con- 
gress, being fully informed of the facts, has repeatedly appropriated funds for 
waterway improvements in the national interest and not for the benefit of a few 
large shippers, recognizing that precisely because of the basic character of 
waterway freight, principally raw materials and fuels, the benefits of low-cost 
water transport would be widely diffused throughout the economy. 

It was urged further that the Panama Canal and St. Lawrence seaway being 
on international waterways are clearly distinguishable from the inland water- 
ways used almost entirely by American citizens. And the report of the Public 
Works Committee of the House on the St. Lawrence seaway bill, ignored by 
the Hoover Commission, was cited to show that toll precedents on international 
waterways could not properly be used in support of such a policy on our inland 
waterways. 

I also reviewed briefly in my statement at Muscle Shoals the history of the 
free-waterways policy of the United States, stemming from the Northwest 
Ordinance of 1787. In response to questions from the committee, I should like 
at this time to provide certain additional facts as to the origin and purpose 
of that policy. 

So far as our research discloses, the issue of free navigation on the western 
rivers first arose, as a matter of formal international negotiation, in the dis- 
cussions with Spain concerning assistance to the Colonies in their war for inde- 
pendence against England. The Spanish demanded recognition of their monop- 
oly of the Mississippi and the Gulf of Mexico as the price of aid. It was 
Benjamin Franklin who advised John Jay, the American envoy, that: “I would 
rather agree with them (the Spanish) to buy at a great price the whole of 
their right on the Mississippi than sell a drop of its waters. A neighbor might 
as well ask me to sell my street door” (Francis Wharton, the Revolutionary 
Diplomatic Correspondence of the United States, vol. IV, p. 75). 

Free use of the Ohio and Mississippi was of vital importance to the early 
settlers in the Kentucky-Ohio region both for immigration to the West and as 
trade outlets to the sea. (See generally A. P. Whitaker, the Mississippi Ques- 
tion, p. 17.) The emphasis placed on free navigation of these waters was re- 
flected in article 8 of the Treaty of Paris of 1785, marking the close of the 
Revolutionary War (8 Stat. 54): 

“The navigation of the River Mississippi from its source to the ocean shall 
remain forever free and open to all the subjects of Great Britain and the citizens 
of the United States.” 

But Louisiana was a Spanish colony and in 1784 Spain forbade Americans to 
navigate the Mississippi between Spanish banks. (See Bailey, A Diplomatic His- 
tory of the American People, p. 46.) Notwithstanding the alarm of the western 
settlers at this threat, John Jay was at the point of negotiating a commercial 
treaty with Spain, requiring Americans to forbear navigation of the Mississippi 
for 30 years, and the Confederation Congress by a narrow majority authorized 
John Jay to grant such forbearance. 

John Marshall, who was the political. agent for Kentucky interests and who 
later became the great Chief Justice, circularized influential Virginian as follows 

(William Littell, Political Transactions in and Concerning Kentucky, Appx. 8, 
Filson Club Publication No. 31, p. 79) : 
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“The negotiation which has been opened with Spain, for ceding the navigation 
of the Mississippi—a negotiation so dishonorable and injurious to America, 
so destructive to the natural rights of the western world—is warmly opposed 
by this country, and for this purpose the most pointed instructions are given 
to our delegates in Congress. I persuade myself that this negotiation will 
terminate in securing instead of ceding that great point * * *” 

The response in the Virginia House of Delegates was prompt, and on Novem- 
ber 29, 1786, a ringing memorial was adopted (Journal of the Virginia House 
of Delegates, Session 1786, pp. 66-67) : 

“Resolved, unanimously, That the free use and navigation of the western 
streams and rivers of this Commonwealth and of the waters leading into the sea, 
do of right appertain to the citizens thereof and ought to be considered as 
guaranteed to them by the laws of God and Nature as well as compact. 

“Resolved, unanimously, That every attempt in Congress or elsewhere to 
barter away such right ought to be considered as subversive of justice, good faith, 
and the great foundations of moral rectitude, and particularly of the principles 
which gave birth to the late revolution, as well as strongly repugnant to all 
confilence in the Federal Government, and destructive to its peace, safety, 
happiness, and duration.” 

It was this controversy that moved the southern and western delegates to the 
Consitutional Convention of 1787 to insist upon the requirement that one-third 
of the Senators could veto any treaty, so that the southern states having western 
lands could prevent a treaty with Spain which would sacrifice their right to 
free navigation of the Mississippi (McClendon, Origin of the Two-Thirds Rule 
in Senate Action upon Treaties, Amer. Hist. Rev. XXXVI, 768-772). 

The Ordinance of 1787 was evolved during this period and the navigation 
clause was proposed initially by Timothy Pickering of Massachusetts, later 
Secretary of State. In a letter of March 8, 1785, to Rufus King, he noted that 
the proposed ordinance made no provision as to navigation of streams in the 
Western Country and said: 

“Water communications in that country will always be in the highest degree 
interesting to the inhabitants. It seems very necessary to secure the freedom of 
navigating them to all the inhabitants of all the states” (MS in the Pickering 
-apers of the Massachusetts Historical Society Collections). 

The navigation question arose again when in 1788, Spain supported the con- 
spirncy to induce the Western States to separate from the Union by offering to 
permit Americans to bring their produce down the Mississippi by paying a 15% 
import duty at New Orleans and a foreign export duty from New Orleans of 
6% (Bemis, A Diplomatic History of the United States, p. 81). 

On September 16, 1788, the Virginia Memorial quoted above was introduced 
in Congress and Congress adopted the following resolution: 

“Resolred, That the free navigation ot the River Mississippi is a clear and 
essential right of the United States, and that the same ought to be considered 
and supported as such” (Brown, The Political Beginnings of Kentucky, p. 122). 

‘The Spanish gesture of appeasement did not deceive the Americans and the 
principle of free navigation was reasserted in the Virginia Compact in 1789, 
between Kentucky and Virginia and approve’ by the Congress (1 Stat. 189): 

“The use and navigation of the River Ohio so far as the Territory of the 
proposed State (Kentucky) or the Territory which shall remain within the 
limits of this Commonwealth lies thereon, shall be free and common to the 
citizens of the United States.” 

For the foregoing historical account, I am indebted to the brief filed by Island 
Creek Fuel & Transportation Co. in the Court of Appeals of Kentucky in the case 
of Clyde Reeves, Commissioner of Revenue etc. v. Island Creek Fuel and Trans- 
portation Co. (1949). 

Read in the light of the historical background, it is clear that freeuom of 
navigation guaranteed by the Northwest Ordinance and other basic documents 
wis intended to insure untrammeled use of the western rivers to all our citizens, 
The underlying policy was not merely to prevent the various States from impos- 
ing discriminatory restraints but to deny to any governmental body, foreign or 
domestic, the power to obstruct, limit or tax the right of all the people to navi- 
gation on the rivers as common highways. This view is summed up as follows 
in President John Tyler’s veto message of June 11, 1844: 

“It (the Mississippi River) belongs tu no particular State or States, but of 
common right, by express reservation, to all the States. It is reserved as a 
great common highway for the commerce of the whole country. To have con- 
ceded to Louisiana, or to any other State admitted as a new State into the 
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Union, the exclusive jurisdiction, and consequently the right to make improve 
ments and to levy tolls on the segments of the river embraced within its territorial 
limits, would have been to have disappointed the chief object in the purchase 
of Louisiana, which was to secure the free use of the Mississippi to all the 
people of the United States. Whether levies on commerce were made by a 
foreign or domestic government would have been equally burdensome and ob- 
jectionable. The United States, therefore, is charged with its improvement for 
the benefit of all, and the appropriation of governmental means to its improve- 
ment becomes indispensably necessary for the good of all.” 

There is thus no foundation whatever for the assertion by the Hoover Com- 
mission’s Navigation Task Group that the word “free” in the navigation clause 
of the Northwest Ordinance means that ‘no individual or group will be per- 
mitted to obtain a monopoly of navigation on these waters.” 

Indeed, as the Supreme Court of the United States said in Pennsylvania v. 
Wheeling Bridge Company (13 How. 518, 14 L. Ed 249), referring to-the free 
dom of navigation clause in the Virginia compact, “Now, an obstructed naviga- 
tion cannot be said to be free.” This related to a bridge over the Ohio River, 
not to a monopoly. 

Mrs. Griffiths has quite properly raised a question as to whether these his- 
toric guaranties of free navigation adopted at a time when water transportation 
provided the only practical access to distant markets are affected by the subse- 
quent development of other means of transport. The answer, I think, hinges 
first on whether water transport continues to play a unique and vital part in 
the Nation’s transportation system and, second, whether the interests of other 
forms of transportation and the public interest dependent thereon are so ad- 
versely affected by adherence to our free waterways policy as to justify its 
repudiation, considering the grave consequences of such repudiation for the 
commercial, industrial and regional developments which have been established 
in reliance upon our historic policy assuring the benefits of low-cost water trans- 
portation to the people. 

As to the importance of our waterways, I respectfully refer the committee 
to the report of the President’s Water Resources Policy Commission (1950) 
where this matter is discussed in chapter 14. I quote only the following portion 
of this discussion, page 197: 

“The historical policy of the United States, as of other leading civilized 
countries, has been and is to develop and maintain its waterways in order to 
promote its commerce and industry, and its military strength and defenses. 

“Economically developed navigable water, accompanied by low-cost shore han- 
dling facilities, is frequently the cheapest mode of transportation of bulk raw 
materials and heavy commodities basic to agricultural and industrial production. 
Industry, and population dependent upon industry, locate and grow where 
low-cost transportation is available. Herein lies a main reason why so many 
large cities and industrial centers, in the United States and all over the world, 
are located on navigable water. 

“Both water and land transportation are vital to the maintenance and growth 
of the Nation’s commerce and defense. Sound national transportation policy, 
as well as sound national water policy, require that our navigable water re- 
sources be developed and used to the fullest economical extent.” 

There can be no serious doubt that our waterways afford the cheapest trans- 
port of heavy and massive produce. The data as to increased use of the 
waterways are the most conclusive evidence of their growing importance. The 
Ohio River itself provides one of the most dramatic examples. Here river ton- 
mileage has increased from just over 1.5 billion ton-miles in 1929 when the 
canalization program was completed, to more than 11.5 billion ton-miles in 
1953. For the Nation as a whole, inland waterway ton-mileage exclusive of the 
Great Lakes has increased from 26.8 billion in 1941 to 63.8 billion in 1952, an 
increase of 138 percent in 12 years. 

Surely the trucks and airplanes have not suffered as a result of growing 
waterway commerce. The railroads, which are the principal proponents of 
waterway-user charges, appear to be having one of their best years. Indeed, 
recent studies show that those railroads, which parallel the great waterways, 
are in a better position than the other roads. 

The problem of the effect of improved waterways on the railroads was con- 
sidered by Herbert Hoover, then Secretary of Commerce, in his address before 
the Mississippi Valley Association at St. Louis, Mo., on November 14, 1927. Mr. 
Hoover said: 
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“Another criticism to which I have given great consideration is that the 
opening of these great waterways would endanger the stability of our rail- 
way system. Taking the country as a whole, the railways must ever bear 
the major burden of our goods traffic. And there are many classes of goods 
which will always go by rail even parallel with the waterways. And here is an 
old saying that is true: ‘New transportation facilities create business.’ It is 
well proved by our new highways. 

“At one time in our history we practically abandoned the highways and water- 
ways for the railways. The invention of the gas engine has restored our highways 
and multiplied their traffic ten-thousand-fold. Yet the total volume of passen- 
gers and goods on our railways has increased threefold in 25 years; the next 
quarter of a century promises even a larger addition to our population than the 
last 25 years. The railways must provide for the major burden of this increase, 
and I believe most railway operators agree that our railways can well be 
supplemented in their provision for this increased traffic by fully developed 
waterways. I have no fear for their prosperity.” 

Much of the testimony presented to the committee has dealt with the dangers 
of user charges to industry and commerce and indeed to communities and en- 
tire regions established and developed in reliance upon the historic free water- 
ways policy of the United States. Suffice it to say, that the damage from such 
a basic change in national policy after 150 years of development in reliance 
upon it would be incalculable. The highly problematical advantages of water- 
way user charges to the railroads—and so far as I am aware they would be the 
only beneficiaries—can hardly justify so profound a detriment to the general 
economy. 

Our association has prepared a memorandum which I have presented to the 
committee considering in detail the Hoover Commission’s user-charge proposal 
and the supporting arguments of the Commission and its Task Force on Water 
Resources and Power. This memorandum deals first with the constitutional 
questions arising in connection with the user charge proposal. It points out 
that limitation of user charges to the inland waterways exclusive of the Great 
Lakes and ocean harbors as apparently recommended by the Commission would 
conflict with the sixth clause of section 9 of article I of the Constitution pro- 
viding: 

“No preference shall be given by any Regulation of Commerce or Revenue to 
the Ports of one State over those of another; nor shall any vessels bound to, 
or from, one State, be obliged to enter, clear or pay Duties to another.” 

Extension of charges to the Great Lakes and ocean harbors, as both equity and 
constitutional law would require, raises serious problems of treaty obligations 
and dangers of retaliatory action against American shipping in foreign ports. 

The memorandum then considers the extreme complexity of setting user 
charge rates and the problems of cost apportionment in view of the broad public 
purposes often sought to be served by waterway improvements such as national 
defense, agricultural interests, and economic stabilization. 

The very serious failure of the Commission and the task foree to consider 
the relationship of user charges to national transportation policy is then dis- 
cussed. The following summarizes this discussion : 

The Commission and the task force utterly disregarded this caveat and yet 
its importance can hardly be overstated. For, under present regulatory policy 
governing railroads rates, waterway user charges can have no other effect than 
to facilitate the capture of waterway traffic by the railroads. Thus any claims 
of advantages for such charges as means of evaluating the economic feasibility 
of waterway projects or of recovering Federal expenditures or of removing a 
so-called subsidy are rendered meaningless. If the railroads are empowered to 
diry-up waterway traffic through below-cost rates, any user-charge revennes 
would be reduced to a trickle and rates on any remaining traffic on a ton-mile 
basis would become exorbitant. In fine, user charges without concurrent revision 
of transportation policy to require railroads to charge full cost rates, would 
drastically reduce the value of the Federal investment in the inland waterway 
system and write the death warrant of future waterway development. 

Next the memorandum analyzes the way in which the Commission's user- 
charge recommendation would operate to usurp the powers of Congress in the 
field of internal improvements by authorizing the Interstate Commerce Com- 
mission to fix the rates under a policy which would make the “ability of promoters 
of projects to repay the Government,” “the decisive test of feasibility.’ Thus 
Congress would be precluded from authorizing waterway improvements on broad 
grounds of public policy, as it has always done. 





ee ee a 


ORGANIZATION OF EXECUTIVE BRANCH OF GOVERNMENT 1647 


The memorandum then deals with the conflict between the user-charge recom- 
wendation and the historic free-waterways policy and outlines the dangers of 
repudiation of that policy in terms of economic and regional dislocation. 

In response to the repeated assertions of the Commission and the task force 
that waterway improvements are a subsidy for the few at the expense of the 
many, the memorandum analyzes the broad diffusion of benefits resulting from 
low-cost water transport. The concentration of population in the vicinity of 
navigable waters is described, showing two-thirds of the population residing 
in counties at least one-half of whose areas is within 50 miles of a navigable 
waterway. It is shown that in 1950, 12,250,000 persons resided on navigable 
waterways exclusive of the Great Lakes and ocean harbors and exclusive of 
all cities of less than 150,000 population. A table of principal cities on the 
inland waterways is presented with statistics on population, family income, and 
value added by manufacture, to show the importance of inland waterway com- 
munities to the national economy. These areas represented family incomes of 
over $10 billion in 1949 and produced a value added by manufacture of nearly 
$8 billion at the lower price levels of 1947. 

The concentration of large urban communities along the inland waterways 
reflects, of course, the historical dependence on water transportation at the time 
of the early growth of these centers. But, at the same time, their continued 
growth and their dominant position in the American commonwealth, along with 
the cities of the Great Lakes and the seaport cities, reflects the importance of 
the navigable waterways in the American economy in the middle of the 20th 
century. 

Figures on income and waterways traffic growth for the Ohio Valley show 
that as Ohio River ton-mileage increased sevenfold between 1929 and 1950, 
family income increased more than 2% times from $9,487 million in 1929 to 
$24,315 million in 1950. 

The extent of the benefits of improved navigation on the principal waterways 
as developed by Haywood R. Faison is set forth, showing a net saving in 1948 
after public costs, of $167,635,000. 

Is the waterway system a burden on the taxpaying public? In the above com- 
parison, the $60 million total of charges includes the costs to the Government 
of maintenance and operation of the waterways. But, then, it goes still further. 
This comparison classifies as a charge the amortization of the original govern- 
mental construction outlays on waterway facilities plus interest on the invest- 
ment. These charges, therefore, are far more than costs. They are also a 
return to the public the money originally invested. They are, beyond this, a 
repayment of interest on that money. If the savings in this table simply equaled 
the charges, the public would have made a good investment and gotten its 
money back with interest. 

But, the savings do far more than simply equal the charges. They are 378 
percent of the charges. The taxpaying public has gotten its money back with 
interest nearly four times within the year. These data indicate that there are 
few investments so profitable to the community and thus to the taxpaying public 
as funds invested in improvement and operation of the waterways. The out- 
lays are returned severalfold and widely diffused throughout the economic struc- 
ture. It is in the light of this record that the concentration of the American 
communities around the waterway systems has proven a most persistent feature 
of our geographical growth. 

The user charge proposal is penny-wise and pound-foolish. In its narrow pre- 
occupation with the dollar outlay involved in this fruitful public investment, it 
would hamstring the waterways, cut back their further development, and 
shrewdly conserve for the taxpayer the dollars now in his pocket. But the 
industrial might of America and its flourishing prosperity have not been achieved 
by dollars in the pocket but by courageous and intelligent enterprise and invest- 
ment. Among these there have been few like the inland waterways which have 
returned intact the principal with interest, plus total current costs several-fold 
per year. 

A detailed review of the statements of the Presidents of the United States 
is then presented as to the scope of benefits from waterway improvements. With 
the sole exceptions of Presidents Polk and Buchanan every President who has 
discussed the matter has recognized the broad scope of waterway benefits. It 
is believed that the quoted statements from Presidents Lincoln, Hoover, F. D. 
Roosevelt, Truman, and Eisenhower will be of particular interest. 

The memorandum concludes with a discussion of the bias and prejudice against 
the waterways evidenced in the report of the task force. Nowhere is this more 
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forcefully exhibited than in the task-force detraction from the contribution of 
the waterways to national defense and in their proposal that loss of railway 
revenues resulting from waterway improvements be treated as a cost of the 
improvements. 

Reference is also made to the great subsidies given by the Government to the 
railroads who complain most persistently of a subsidy to the waterways and 
whose party line has been swallowed by the task force. 

We conclude that the reports of the Commission and the task force insofar as 
they relate to user charges on the waterways must stand condemned for utter 
lack of objectivity and fairness. 

On behalf of the Ohio Valley Improvement Association I wish to express our 
sincere thanks to the committee for this opportunity to present our views on a 
public issue of the utmost importance to the Ohio Valley and the Nation. 


Mr. Jones. Without objection, the following telegrams will be made 
a part of the record at this point: 

A telegram directed to me by William E. Neal, former Representa- 
tive of the Fourth West Virginia District. 

Also, a telegram from Mr. W. J. Amoss, director of the port board 
of commissioners of the port of New Orleans. 

(The documents referred to follow :) 


New ORLEANS, LA., November 9, 1955. 
Hon. Rosert E. Jones, 
Chairman, Subcommittee on Government Operations, 
Federal Post Office Building, Cincinnati: 


The port of New Orleans representative previously testified before the Bricker 
committee in opposition to imposition of tolls or users charges for use of our 
inland nabigable waterways or our harbors. We reiterate our opposition to tolls 
such as recommended by Hoover Commission. Time will not permit personal 
appearance in Cincinnati. Would appreciate advice as to future hearings, pref- 
erably Washington, and your permission for port of New Orleans representative 
to appear. 

W. J. Amoss, 
Director of the Port Board of Commissioners of the Port of New Orleans. 





HuNTINGTON, W. VA., November 10, 1955. 
Hon. Rosert E. Jones, 
Chairman, Public Works Subcommittee, 
Post Office Building, Cincinnati: 


Common carriers on the Ohio River are making a major contribution to the 
industrial development of the valley with its proportional reflection in increased 
tonnage on all other forms of transportation. Institution of ton-mile tolls on the 
inland waterways system will tend not only to limit Ohio Valley industrial 
extension but will discourage future development in other areas capable of 
developing their water transportation potential. 

WILL E. NEAL, 
Former Representative, Fourth West Virginia District. 

Mr. Jones. Mr. Biery, do you have your statements and resolutions? 

Mr. Brery. I have several more that I would like to present. 

Mr. Jones. Will you present them and identify them for the pur- 
pose of putting them in the record. 

Mr. Brery. We have one more witness, Mr. Chairman. Mr. Miller. 

Mr. Jones. Very well, Mr. Miller. 

Before Mr. Miller takes the stand, I am going to have to leave, in 
order to catch a plane. Mr. Lipscomb will preside and before I do 
leave, I want to take this occasion to thank you, Mr. Jenkins, Mr. 
Scherer, and Mr. Hess, for joining us. You have been most helpful 
and cordial in your reception of us. 
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I also want to express to the vast number of witnesses who have 
appeared here and who have made excellent statements and made 
valuable contributions, the gratitude of our committee. 

I want to express to the press my thanks for attending, here, and the 
judges and the custodians who have permitted us to use the courtroom. 

1 know the Ohio River has played a vast role in the economic growth 
of our country. I recognize that prosperity is not divisible. Either 
we all enjoy prosperity or we do not progress economically. What is 
good for your section is good for my section of the country. 

The committee has demonstrated by their action and their question- 
ing of witneses, that they too are interested in your future welfare, 
your growth and development. 

I want to tell you how much I have enjoyed being in Cincinnati. 
I hope that if I stay in public life, I am directed to come here again 
soon. 

Thank you very much, and goodby. 


STATEMENT OF A. P. MILLER, EXECUTIVE VICE PRESIDENT AND 
GENERAL MANAGER, NEWPORT STEEL CORP., NEWPORT, KY. 


Mr. Miter. My statement will be very brief and quite an anti- 
climax to the statement that just preceded me. 

My name is A. P. Miller, and I am executive vice president and gen- 
eral manager of Newport Steel Corp., a subsidiary of Merritt-Chap- 
man & Scott Corp. 

The Newport Steel Corp. manufactures steel ingots, sheet bars, hot 
rolled, and hot-rolled pickled coils and sheets, cold-rolled coils and 
sheets, electric weld line pipe, aircraft alloy plates and sheets, electrical 
sheets, galvanized products, culverts, roofing, and formed and fabri- 
cated products, with plants located at Newport and Wilder, Ky., on 
the lower reaches of the Licking River within approximately 1 mile 
from the confluence of the Licking and Ohio Rivers. 

Newport Steel Corp. and its predecessor, Newport Rolling Mill Co., 
have been in continuous operation at the Newport site since 1891, and 
at the Wilder site since 1908. 

I am appearing for the purpose of opposing the tolls on inland 
waterways transportation proposed by the Hoover Commission. 

We are interested in any matter affecting Ohio River navigation, 
since the use of water transportation is of vital importance, not only 
to our company but to all industry, and to the economy and well-being 
of all sections of the country located on or served by transportation 
moving on the Ohio-Mississippi River system and connecting inland 
and coastal waterways. Any imposition of tolls will adversely affect 
navigation on the Ohio-Mississippi waterway system, and is therefore 
a matter of grave concern to us. 

The use of water-transportation facilities results in lower delivery 
costs, with resultant important economic effects, in areas as far from 
the Cincinnati area as New Orleans on the gulf and Minneapolis on 
the north, and at all other points which are served by the inland 
waterway system. 

We maintain storage facilities at Memphis, Tenn., and Houston, 
Tex. These storage facilities serve as distribution centers for large 
movements made by water from our Wilder and Newport, Ky., plants 
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and enable us to give small industries as well as western and southern 
customers the benefits of lower delivered costs for basic steel 
commodities. 

These lower delivered costs result in an economic and competitive 
condition and encourage the growth of industrial and manufacturing 
projects throughout the entire area served by the Ohio-Mississippi 
system and its connecting inland and coastal waterways. Rate struc- 
tures, which have been in effect for many years, would be disrupted 
by the imposition of tolls.and would adversely affect the economy of 
the entire area. 

What I have just said with respect to the utilization of the inland 
waterway transportation facilities for the shipment of steel manu- 
factured by our own company and the inbound movement of raw mate- 
rials for our own manufacture into finished steel products is, of course, 
equally applicable to all other types of heavy industry and to commerce 
generally in the area served by the Ohio-Mississippi River system. 

Newport Steel Corp. has recently invested in excess of $10 million 
in expanded and modernized facilities, which includes not only facil- 
ities for the production of steel products, but also a new barge loading 
and unloading facility on the Licking River for the handling of 
waterborne incoming raw materials and outgoing finished products 
destined for all points in the western and southwestern sections of the 
country which we supply. 

There is presented herewith a statement showing the tonnage, in- 
bound and outbound, which was handled by our new barge facility 
during the year 1953. While the year 1953 is recognized as a record 
business year in which more than 120,000 tons of freight was handled 
through this facility, I believe that our potential tonnage via water 
should consistently exceed 100,000 tons per year, and with the ex- 
panded and modernized facilities recently installed by our company 
this tonnage will, in my opinion, increase from year to year. 

The growth of water transportation in the area and the related 
expansion in general industrial and commercial activity throughout 
the section served by the proposed Markland Dam pool will have a 
profound effect upon the industrial activity of the section and result 
in increased business and economic activity for the whole section with 
related increases in tax revenues that result from such industrial and 
commercial activity. 

We respectfully direct the attention of the committee to the fact that 
waterway transportation benefits accrue to our customers, and in turn 
to the ultimate consumers of our steel products, who are in reality a 
segment of the general taxpayers. 

Navigation benefits are not only a matter of local interest, but since 
they help the economy of our entire Nation, the imposition of tolls 
would, therefore, upset the whole competitive system on which the 
Nation’s economic structure is founded. Any change in such a basic 
element of our economy is one which calls for due consideration of the 
effect on the suppliers of raw materials and the manufacturers of 
finished products and on their employees—the loss of taxes to the 
Government, and the economic loss to our customers who must neces- 
sarily pay higher prices for their supplies when competitive price 
structures have been eliminated. 

Mr. Lirescoms. Any questions? 

Thank you very much, Mr. Miller. 
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FURTHER STATEMENT OF HUDSON BIERY, EXECUTIVE VICE 
PRESIDENT, OHIO VALLEY IMPROVEMENT ASSOCIATION, INC., 
CINCINNATI, OHIO 


Mr. Brery. Mr. Chairman, since the privilege of offering testimony 
before your committee yesterday, a number of very important com- 
munications have been received by our association for insertion in the 
record. Before I present these, I want to add what issued as exhibit F, 
being an éditorial which appeared in one of our Cincinnati papers 
Wednesday, and one which appeared this morning with regard to the 
very rapid industrial development in this valley. 

I told you yesterday that it was moving so fast we could scarcely 
keep up with it. This is in further support of that statement. 

I offer for the record a letter addressed to the chairman of your 
subcommittee from the Micko Grain Co., of Cairo, Ill. 

I have another communication from the Joint Executive Committee 
for the Improvement and Development of the Philadelphia Port Area. 
This is addressed to Chairman Jones of your subcommittee and is 
otiered by Mr. Harry G. Schad, president of the Philadelphia Port 


Area Committee. 


1 also offer a telegram received by me, reading as follows : 


The board of directors of this association in meeting today expressed their 
opposition to the charging of tolls for use of inland waterways. 

This is signed by Harry G. Kennedy, executive secretary of the 
Kanawha Coal Operators Association. 

It comes from Charles Town, W.-Va. 

[I also have a communication which was sent, presumably in your 
care, although it is erroneously addressed to the Hoover Commission 
at Washington, D.C. However, it is dated November 2, and I believe 
the Hoover Commission no longer exists so I think you can safely 
accept delivery of the message, which comes from the Pittsburg Coal 
Exchange, offered by Mr. David Matthews, Jr., executive president 
of the coal exchange. 

Mr. Lipscoms. It was in your care, however? 

Mr. Brery. It was sent to my office. That is why I am presenting 
them in this manner. 

I have a further communication which outlines in writing the posi- 
tion of the Cincinnati Gas &-Electric Co., which was briefly referred 
to yesterday by Mr. Creditor. 

I am giving you as a final message a formal prepared statement from 
Lowell L. French, president of the Union Barge Line of Pittsburgh. 

That, Mr. Chairman, concludes the list of exhibits and the state- 
ments that have been entrusted to my care, and | close my testimony 
thanking you and the committee for your patience and for your 
courtesy in coming to Cincinnati. 

Mr. Lirscoms. Without objection, the items submitted will be 
placed in the record. 

(The documents referred to appear at p. 524 of this record immedi- 
ately following the other documents previously submitted by Mr. 
Biery.) 

Mr. Lipscome. Is there anyone in the audience who would like to 
testify before the subcommittee before we adjourn? 

Is there anyone who has not had the opportunity to present his 
views either for or against the recommendations of the Hoover 
Commission ? 
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Before we adjourn, I would also like to add to my chairman’s state- 
ment about the citizens of Cincinnati, Ohio, and the people of Ohio, 
in general. I think that they have stated a good case in their favor 
with regard to recommendation No. 8. 

I also would like to say that it is a pleasure to be here with my col- 
league, Congressman Scherer. He is an able and conscientious Repre- 
sentative from the city of Cincinnati, and I am sure that he will con- 
tinue representing you on this problem in Washington. 

I also was very impressed with the people from the State who spoke 
on the water resources problems that they are handling at the State 
level. It was encouraging to me, as I said yesterday, that the State of 
Ohio is taking action, on their own, and working in coordination with 
the Federal Government in solving a very vital problem that exists 
all over the Nation. 

As I said yesterday, I only wish that the other States of the United 
States and of our Nation, would take as aggressive leadership in 
solving the problem at the local and State level as the State of Ohio. 

I thank everyone, as did the chairman, for their participation, It 
was a pleasure for me to be here as a member of this subcommittee. 

Mr. Scuerer. Could I say on behalf of Congressman Hess and my- 
self that we deeply appreciate the subcommittee’s invitation to have 
us sit with you during your hearings here in Cincinnati. While I 
have indicated from a few remarks that I have made during the 
hearings that I am opposed to the imposition of tolls—and within 
I am—I would not want any inference to be drawn that I am opposed 
to any other of the provisions contained in the Hoover Commission’s 
report, because I am at this point, not so opposed. 

Thank you very much. 

Mr. Lirscoms. Thank you. 

I meant to also thank Congressman Hess, for his courtesies and 
hospitalities extended to the subcommittee while we were here. 

The subcommittee now stands adjourned. 

(Whereupon, at 3:20 p. m., the subcommittee adjourned to recon- 
vene at the call of the chairman.) 

The following persons were invited by the subcommittee to testify 
at Cincinnati: 

Hon. Gordon H. Scherer 

Hon. William E. Hess 

Hon. James G. Polk 

Hon. Thomas A. Jenkins 

Hon. John E. Hendersen 

Hon. Wayne L. Hays 

Col. John L. Person, Ohio River division, United States Corps 
of Engineers, Cincinnati, Ohio 

The Congressmen were invited by letter which read as follows: 

My Dear CoLLeAGuE: As you know, a Special Subcommittee on Water Re- 
sources and Power of the House Committee on Government Operations, has been 
established to study and report on the Hoover Commission report on Water 
Resources and Power. Our subcommittee will hold a hearing at Cincinnati, 
Ohio, in the United States district court on November 9 and 10. 


We would like to extend this invitation for you to appear and join us and 
testify before the subcommittee if you so desire. 


With every good wish, and kindest personal regards. 
Sincerely yours, 





Rosert E. JONEs, 


. Member of Congres? 








